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NOTES OF THE MONTH 


“ Accessibility’’ as a Policy 
< To administrative head of any industrial institution should be 

always personally accessible to those who wish to bring their 
difficulties to him,” declared Sir Henry Thornton, general manager of 
the Great Eastern Railway Co., in a recent address before a meeting of 
men at Whitefields on “ The Dignity of Labour.” There is sound 
wisdom in this policy, though it tilts directly against accepted English 
custom. Sir Henry is an American by tradition and training, and he 
realises to the full the great advantages of promoting friendly relations 
between the executive head and the staff if the best results are to be 
obtained. We have as yet hardly risen to the full conception of industry 
as a social service, but the idea is making rapid headway, and its 
implications will profoundly affect industrial relations. Service, as’ Sir 
Henry pointed out, demands a greater responsibility for the master 
than the worker. Regard the employee as a co-worker, engaged in 
service similar in kind to your own, differing from it in nothing but 
degree, and you elevate his whole conception of the dignity of labour 
and give him an interest in his particular job. To be able to approach 
his employer courteously, but not in any spirit of servile humility, is 
to the average employee a guarantee of personal esteem, a safeguard 
against possible injustice, and a privilege not lightly to be jeopardised 
by merely futile suggestions or paltry complaints. 

* * * 


The Sickness of the Old World 
There is no British industrialist with a higher reputation in America 
for sound business judgment and foresight than Sir Charles Macara, 
whose lifelong efforts on behalf of the Cotton Trade have contributed 
as much to the prosperity of the Southern planters as to the advantage ` 
IV 1-4 1 
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of the cotton operatives in Lancashire. It was therefore a well-merited 
compliment for Sir Charles to be invited by the New York World to give 
them his views upon the painful economic situation in Europe and to 
indicate what in his opinion are the remedies. He emphasises the inter- 
dependence of nations and industries with an apt illustration drawn 
from the Cotton Trade. Cotton at 8d. a pound now is not equal to the 
4d. to which cotton fell in 1914, a price which even then involved everyone 
engaged in the growing as well as in the manufacturing and distributing, 
in enormous losses. These losses could have been averted with proper’ 
management, supported by Government co-operation, and to rectify 
the disastrous cotton position at the present time Sir Charles urges the 
adoption of a proposal which he originally made at the outbreak of 
war, viz., that a reserve of cotton, which can be kept for years without 
deterioration, should be created which would be available in the event 
of crop failure or other contingencies, and would tend to the stabilisation 
of prices. The considerations which affect the Cotton Trade apply to 
all industries, however diverse. 


Dislocate the cotton industry of Lancashire and you damage innumerable 
interests—those of the growers in America, India and Egypt, the transport systems, 
the machine makers and so forth, the commercial interests connected with the 
distribution of the raw materials and the products of the spindles and looms, as 
well as the financial and other interests. Here we get near the crux of Europe’s 
economic troubles. Its industries have been dislocated. People here are apt to 
blame the exchanges. ... The exchange 1s not the cause in itself: it is simply 
the index of other things which are the real cause and lie much deeper. 


The real cause, Sir Charles points out, lies in the fact that the countries 
with the low exchanges have internal sores which prevent them from 
getting back to normal conditions; in Russia, Bolshevism and war, in 
Austria and Germany, defeat and the exhaustion of resources by war ; 
but the crux of the situation is that while any one European nation has 
sores which prevent its currency having a proportionate value in other 
European countries, European industry will suffer. The nations, like 
the industries, are all interdependent. 


* * * 


The Cure for European Economic Sickness 

Having diagnosed the malady, Sir Charles proceeds to prescribe the 
remedies. They are upon familiar lines, and it is doubtful whether 
they will prove entirely satisfactory. He suggests that countries which 
are allies and friends should be treated generously as to the money they 
owe and as to the terms upon which we are prepared to trade with them. 
Germany and Austria must .be set to work. They have a colossal 
equipment for production, but are without raw materials, and without 
. them they cannot pay the indemnity. He suggests that Allied countries 
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should help them with raw materials, and afterwards take a just propor- 
tion of their earnings. Many of those sincerely desirous of getting their 
share of the indemnity will join issue with Sir Charles upon this point. 
British coal exports are paralysed and our miners are out of work because 
of the deliveries of German coal to France under the Treaty. A heavy 
influx of German manufactured goods, which would follow the supply of 
raw materials to German factories, would appreciably curtail the home 
market for our own productions, and it would be poor consolation to 
English workmen thrown out of work on this account to know that 
Germany was paying off her indemnity! France is quite ready to take 
coal, but she wants neither German labour nor German manufactured 
goods. The way out of this impasse is by no means clear. Without 
being greatly in sympathy with French chauvinism, it is impossible for 
us to deny that this attitude represents the views of a powerful section 
in this country. No better illustration of the interdependence of 
European nations could be found than this difficulty of securing an 
indemnity from our late enemies, which shall not be at our own expense. 
With regard to Russia, though a determined opponent of Bolshevism, 
Sir Charles believes that if guarantees are to be had, and if the trader 
can be assured of his payments trade should be resumed, for Europe 
can never be economically healthy while Russia is out of the fold. 


* * * 


New Principles of Industrial Control 

In concluding his interesting article, Sir Charles touches upon the 
new economic principles which have come into recognition with the 
close of the war. They belong in the main to the domain of industrial 
control, and, he says, must be built into the structure of industrial policy. 
He freely recognises that the workers have won the right to a higher 
standard of living, a shorter working day, and a share in control. To 
secure this he recommends: (1) advances of wages over and above 
what is necessary to compensate them for the higher cost of living should 
be given in the form of a monetary interest in the industry, carrying 
with it a share in control, and there should be in every country an 
Industrial Council charged with the duty of preventing disputes ; 
(2) unemployment should be a charge on industry; (3) wages and cost 
of living should be co-ordinated by proper agreement. Unfair foreign 
competition could be avoided by international adjustment of wages and 
conditions of work. If these points are borne in mind, declares Sir 
Charles, we shall get a satisfied worker whose interest will urge him to 
maintain the welfare of his industry ; we shall no more have the tragic `- 
spectacle of a man willing to work unable to earn bread; and we 
shall have the ratio between expenses and income stabilised on a 
just basis. e. 
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_ A Move in the Right Direction 


We are all studying economics nowadays, even the aristocrats of the 
building trade, and when a large body of these gentlemen willingly 
agree to increase their output by 10 per cent in order to enable their 
employers to reduce their estimates, it is evident that they are beginning 
to appreciate the unpleasant facts of the present situation. This is 
what has happened at the Byfleet Works of Messrs. W. G. Tarrant, Ltd., 
a big firm of Government contractors, who have housing contracts all 
over the country. The Managing Director, Mr. W. G. Tarrant, recently 
addressed a mass meeting of over 2,000 employees of the firm and briefly 
put them au courant of the position. He pointed out that Government 
borrowings on account of the housing subsidy had been greatly curtailed, 
and unless the cost of building was considerably reduced a crisis would 
occur in the trade. People could not be expected to build cottages at 
what they had been costing the Government, estimated at about £1,400, 
and he felt that the irreducible minimum would only be accomplished 
by extraordinary effort. Mr. F. E. Powell, chairman of the directors, 
gave a typical instance of the effect of high prices. He said that twenty 
acres of land were recently purchased at Birmingham for a factory, 
‘involving half a million of money, but when the American firm concerned 
found that the cost would be enormous, they decided to have nothing to 
do with it. Following the workers’ decision, which will enable Messrs. 
Tarrant to reduce their estimates by at least 74 per cent, the meeting 
broke up with cheers for the employers. 


* * * 


Safeguarding the Future of British Industries 

The remarkably interesting “ story ” of the Department of Scientific 
and Industrial Research, as told to the Royal Society of Arts by Mr. A. 
Abbott, M.A., Assistant Secretary of the Department, will bring home 
to every business man the vital importance of its functions in safeguarding 
the future of British industries. It was by a policy of organised scientific 
research for the benefit of industry that Germany made her amazing 
progress between 1870 and 1914. In certain industries she held a 
supreme position, and very early in the war the absolute dependence of 
British manufacturers upon German products for important materials 
became only too obvious. As a result, the Government established in 
1916 the present Department of Scientific and Industrial Research, 
placing at its disposal a capital sum of £1,000,000 for the purpose of 
making grants to Industrial Research Associations. These associations 
are non-profit-sharing companies, established by the different industries 
themselves and registered under the Companies Acts, and they have 
. powers to carry on research and to aid education. To associations 
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approved by the Department a grant from the Million Fund is made 
annually for a period of five years, when it comes to an end. As Mr. 
Abbott pointed out— 

If British industries had realised years ago the satus to themselves of scientific 
research,-the grant of a huge capital sum by Parliament would not have been 
necessary ; the industries would have organised research without any State grant 
and would have seen that it was properly and efficiently carried out. The purpose 
of the grant is not to maintain over an indefinite period co-operative schemes of 
research: its purpose is to demonstrate by actual experiment that money spent 
with proper care by industries on the scientific investigation of their technical 
problems is not a mere speculation which may or may not yield results of value, 
but, with reasonable care and diligence, provides a safe and remunerative invest- 
ment. In other words, the grant is intended to educate and stimulate ; that is all. 

Twenty-three Research Associations are now in being, covering as 
many of our most important industries, which is a most hopeful fact 
for the future. First-rate men are naturally required for staffing the 
laboratories, and part of the Parliamentary Vote will be devoted to the 
provision of Post-Graduate Studentships for selected students who, on 
completion of their training, will devote themselves to scientific investiga- 
tion. In the majority of industries, says Mr. Abbott, the actual subscrip- 
tion of a member of a Research Association is an extremely small charge 
on his business, especially when one remembers that it is regarded by the 
Board of Inland Revenue as a “ business cost” to be deducted from 
profits before Income Tax and Excess Profits Duty are calculated. In 
some cases, the subscription paid by firms is smaller than the premium 
against fire insurance, though loss by fire is an, uncertain risk, while loss 
through ignorance is as certain as death. 


* * * 


The Duke of York on Industrial Welfare 


The Duke of York is proving an exceedingly energetic President of 
the Industrial Welfare Society, and is increasingly successful in rallying 
influential employers to its support. In the Mansion House Conference 
on industrial welfare work, held the other day, he rightly declared that 
there was no subject which affected the stability and happiness of the 
State more than the new relations which were arising between employers 
and employed. Everywhere men of all stations and all occupations 
were found convinced, some of them for the first time, that this question 
of the human factor in industry must be dealt with in a new spirit, with 
a new purpose, and with unaccustomed thoroughness. The welfare 
movement did not interfere between organised labour and employers 
as regards agreements of wages and conditions of work, but it did its 
best to interpret those agreements for the individual. During the last 
100 yeats, owing to the inevitable growth in the size of the industrial 
unit, the individual worker had been overlooked, and the human factor 
crushed aut by the machine. The society -was attempting to aid the 
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renaissance of the spirit of industrial comradeship. In identifying himself 
with the development of this new social consciousness, and in thus 
actively supporting a movement which seeks to give it practical 
expression, the Duke ‘of York is giving a lead to all euiployet and 
doing national work of the greatest value. 


* * * 


Another Government Scheme of Export Credits 
Sir Robert Horne’s announcement at the British Industries Fair that 
the Government had prepared another scheme for promoting international 
trade will be generally welcomed, and the details of the scheme, which 
are promised in a few weeks, will be awaited with the greatest interest. 
The present timorous scheme under the Overseas Trade (Credits and 
Insurance) Act, 1920, is admittedly a failure, and if the statement con- 
tained in the Federation of British Industries recent Memorandum on 
Schemes for Promoting International Trade is really credible, there is 
little cause for wonder. The Federation are informed that one reason 
why the scheme has been so little utilised is that merchants are not 
allowed to include overhead charges in their costs for the purpose of 
obtaining the advance authorised under the Scheme! Another reason 
is that 20 per cent of the risk is thrown directly on the exporter, a 
considerable risk against which it has been found practically impossible 
to insure; and further, the Board of Trade’s advances and expenses are 
a first charge on the proceeds of the bills accepted by the importer. 
e It is reassuring to learn from Mr. F. G. Kellaway, Parliamentary Secretary 
to the Department for Overseas Trade, that the Government are prepared 
to take a larger share of the abnormal risks of trading with the devastated 
countries on the Continent than under the present scheme, which has 
been severely criticised for its lack of enterprise. If the problem is 
tackled by the Government with courage and imagination, they could 
safely rely upon receiving strong support from the City, where, however, 
Mr. Lloyd George’s tactless reference to the attitude of the bankers is - 
not forgotten. An important point made by the Federation of British 
Industries in their Memorandum is that in the new proposals provision 
should be made for insuring the exporter against loss, in consideration 
of his paying a suitable premium. This could be effected by the co- 
operation of the Government with the banks, acceptance houses, and 
insurance companies, through a central organisation set up for the 
purpose, which could assume the whole risk and would be entitled to 
any profit resulting from the transactions. While exaggerated hopes 
should not be entertained as to,its effect, there is no doubt that a strong 
and practical scheme would sensibly facilitate the operations of inter- 
national trade during these exceptionally difficult times, z% would give 
` the British exporter a new feeling of confidence. 
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Compulsory Physical Jerks 

Some of those who retain vivid memories of Army life will read with 
ill-concealed anxiety the announcement that Messrs. Holdron’s, Ltd., 
the big firm of Peckham drapers, have instituted compulsory physical 
training for the 400 assistants employed at their establishment. Special 
instructors have been engaged, and every morning the staff are put 
through their paces for fifteen minutes in an open space behind the 
company’s premises. The Datly Chronicle is so enamoured of the idea 
that 1t remarks in a leaderette that probably compulsory physical training 
with our fellows of shop or office is the surest way to improve national 
health. Is there not some easier way, the ordinary comfortable citizen 
will plaintively inquire ? This compulsory physical training idea adds a 
new terror to life. However beneficial it may be to the young ladies 
of Peckham, the prospect is one to inspire alarm to the unregenerate 
but harmless individual who loves a pipe or a cigarette on his way to 
the office in the morning, and who has no particular ambition to 
intimidate the office boy with a display of “ the muscles of his brawny 


” 


arm. 
* * * 


The Status of the Administrative Staff 


The noteworthy tribute of Sir Lynden Macassey, K.C., to the value 
of the administrative staff, which we publish elsewhere in this issue, 
serves to remind one that it is the fashion among trade unionists of a 
certain class to decry the work of the staff. The ordinary skilled worker 
pats himself smugly on the back as the “ producer,” and looks down 
with a shade of contempt on the individual whose valuable efforts in the 
distribution of the product give it a considerable proportion of its 
exchange value. There is a danger that this slightly contemptuous 
attitude may be reflected in the mind of the Chief, who ought to know 
better, and probably does, though he is often unwilling to admit it. Sir 
Lynden Macassey speaks not merely as a distinguished advocate, but as 
a trained administrator, who has been through the shops, and whose 
record of public service during the war entitles his opinion to considerable 
respect. He says bluntly that Capital has not conceded to the Adminis- 
trative Staff a status which is at all commensurate with their enormous 
responsibilities. The fact is that the really efficient senior clerk, who 
is capable of keeping all the complicated records necessary in the 
average modern office, is a very highly skilled worker indeed, whose 
intelligence and abilities entitle him to rank on a distinctly higher plane 
than the ordinary trained mechanic. Familiar with the details of 
organisation, he is beginning to discovet that in this workaday world 
organisation pays, and to use it as a lever to elevate his own 
under-estimated position. e. 
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Suggested Inquiry into British Productivity 

Sir Herbert Hambling, the Deputy Chairman of Barclay’s* Bank, 
made a valuable suggestion in the course of his speech at Ipswich on 
“ International Problems Affecting British Industry.” He referred to 
the remarkable statement which has lately appeared in the newspapers 
to the effect that American production per worker was now fully three 
times as great as the production per worker in this country. If it be 
true that our industrial organisation is inefficient, who are to blame, 
he asked? A representative committee should be appointed to ascertain 
if our production is restricted by causes which could be avoided. The 
idea is perfectly feasible, and the investigation would be infinitely more 
valuable than many of those now willingly undertaken at the expense 
of the State. Sir Herbert went on to emphasise what must be obvious 
to every man of common-sense, whether he be wage-earner or employer, 
viz., that if labour could produce more in value than it received in wages, 
so as to leave a margin to effect necessary capital replacements and 
improvements, the country would be prosperous, but if labour took in 
wages more than it produced in value the country would become bank- 
rupt. Increased production would, he said, enable us to deal in a 
practical manner with the demand for amelioration of social conditions, 
and also to ease the burden of taxation. 

* * * 


Advertising and Trade Depression 

Judicious advertising should be regarded in the light of an investment 
rather than an expenditure, declared Mr. H. J. Buckland, General Manager 
of the Crystal Palace, at a Hastings meeting which he had been invited 
to address on this important subject. While his remarks were specially 
intended to apply to resort advertising, the points which he sought 
to emphasise are equally applicable to general publicity. For example, 
he strongly urged persistency and consistency in advertising as opposed 
to “spasmodic splashes.” The present age had been very rightly 
described as the age of advertisement, and he warned those present 
against the danger of thinking they could curtail their advertising with 
impunity. Mr. C. F. Higham, M.P., another well-known advertising 
expert, spoke in similar vein to the Federation of British Music Industries, 
He urged that publicity will cure any trade disease, even the “ blues.” 
Advertising was the life of trade ; it was the greatest force for good will 
and good trade in the world to-day. 

It is curious to reflect that allocations in respect of advertising are 
sometimes the first to be reduced when trade falls off, though its stimulus 
to demand is never so badly “needed as in periods of depression. No 
ordinary business man would attempt to grapple with a temporary drop 
' ih sales by reducing the efficiency of his selling staff, nevertheless many 
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do not hesitate to make big cuts in their‘impersonal salesmanship at the 
first sign of bad times. It is false economy. Effective advertising is 
the cheapest selling force in the world. The most successful business 
men in this country are the most determined advertisers. 


* * * 


To Revive British Export Trade 

At the annual meeting of the Bradford Dyers’ Association the 
Chairman, Sir Milton S. Sharp, Bart., dealt with the present difficult 
trade position with frankness and courage. Three-fourths of the business 
of this great firm is for export, and it is, if possible, even more imperative 
for our exporters to reduce their prices than for those who manufacture 
exclusively for the home market. Sir Milton Sharp observed that it 
was beyond all question that our high costs of production are an almost 
insuperable bar in the way of any general great revival in industry and 
commerce. So far as he could see there were only three ways by which 
they could hope to reduce the costs of production to a point which would 
enable them to offer goods at prices the world could pay: (1) by a 
reduction in profits; (2) by a reduction in wages; (3) by a greatly 
increased efficiency of production, with a consequent lessening of its cost. 

This applies not only to the dyeing industry but to every other export 
trade. In most of them profits have already been greatly reduced ; 
they will soon have reached vanishing point. Wage reductions which 
are not obviously justified by a corresponding reduction in the cost -of 
living will no doubt be strenuously resisted, and it is therefore only by 
greater efficiency that prices can be lowered to any extent. Sir Milton 
Sharp is an optimist, and the Bradford Dyers’ Association believe in 
securing the goodwill of their employees. Already they hold 388,000 
shares in the company, and another 100,000 shares are to be put on the 
employees’ register. The generous vote of no less than £160,000 to the 
Employees’ Benefit Fund would only be possible to a great and prosperous 
corporation, and is then noteworthy in company finance. If employees 
thus treated are not responsive to the call for higher production in order 
to lower costs, there is little hope of revitalising British export trade. 
When in every industry costs of production are reduced, as they can and 
must be, Sir Milton prophesies a revival; inquiries are much more 
numerous, he says, and indicate a spirit of re-awakening interest. 


* * ha 


How British. Overseas Trade has Slumped 
The Board of Trade returns for February furnish significant evidence 
of the decline in British Overseas trade. Imports were valued at 
£96,973,711, compared with £170,434,526 in the corresponding month 
of last year, a decrease of £73,460,815 ; while exports totalled £68,221,73f, > 
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against £85,964,130, or a decline of £17,742,399. The greater part of 
the decline in imports was in raw materials, [which decreased 'to the 
extent of £54,108,326, no less than {39,517,074 being in raw cotton. 
Of the decrease in exports no less than £17,742,399 was in the produce 
and manufactures of the United Kingdom, while a decline of £14,599,486 
was shown in re-exports of foreign and colonial goods and producc. 
Home manufactures sent abroad were £8,556,002 lower than in February 
last year, while raw materials were down by £7,944,400, coal shipments 
alone accounting for £5,453,092. And so the gloomy tale told by the 
Board’s statistics could be extended! Increasing unemployment reflects 
these depressing figures only too accurately, and were it not for the fact 
that we are assured by the head of the Department of Overseas Trade 
and by other authorities who have their fingers on the pulse of the 
nation’s trade that we have touched bottom, and that there are definite 
signs of a revival in trade, the immediate outlook would hardly afford 
much ground for optimism. 


* * * 


Worker's Representation in Theory and Practice 

In view of the fears which have been expressed by leading railway 
directors as to the dangerous effect on discipline and policy of yielding 
to the railwaymen’s claim to a share in control, it is interesting to note 
the experience of the South Metropolitan Gas Co., Ltd. Dr. Charles 
Carpenter, Chairman of the Directors, in the course of his speech at the 
Annual Meeting of the Company, said : 

For thirty years our employees have received (if I may use a hackneyed expres- 
sion) a share of the wealth they have helped to produce? And, further, may 
I recall the fact that it is now twenty-two years since they were given, by an over- 
whelming majority of your votes, a voice in the management ? No one from the 
board downwards will affirm otherwise than that those two great experiments have 
in the fullness of time proved to be unqualified successes. How each has contributed 
to the welfare of the company the staff would answer you with no uncertain voice. 
Is it out of place to express the hope that the example we have so long provided 
of the elimination of the so-called labour troubles from our anxieties is capable 
of a wider and more general extension throughout the land. 

_ There seems little justification here for the attitude taken up by the 
Railway Companies’ Association, who maintain that an intolerable 
position would be created if a share in control were conceded to the 
railwaymen. Mr. J. H. Thomas, M.P., has stated that their idea of a 
voice in management is something much bigger than that the workmen 
directors should be merely trade union delegates, whose only interest 
would be wages and conditions. He says it means a genuine contribution 
by practical men towards the solution of the difficulties common to 
industry. On this basis of efficiency the claim cannot be lightly dis- 
missed. The economic position of the railways is such that a policy of 

* Slose co-operation between capital and labour is imperative, 
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One of the most striking figures in British industry—an original thinker and an 
innovaler among even advanced employera—is the subject of this able study. 
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No. 4 MR. B. SEEBOHM ROWNTREE 


By 0. Haney RULE 
Of the “ Northern Echo ” and “ Yorkshire Gazetle”’ 


| a small monthly magazine circulating in York there recently appeared 

a caricaturist’s impression of a fairly tall gentleman, standing easily, 
with his back to the fire, cigarette in hand, before a group of young men 
seated around in big lounge chairs and smoking. The caricaturist, true 
to his craft, had accentuated certain facial characteristics, and thrown 
lines out from the forehead as gleams are thrown from a star in an en- 
deavour to suggest, beyond all doubt, if not glaringly, an outstanding 
intelligence. Perhaps the caricaturistic accentuation made the word 
“highbrow ” float through some minds. The gentleman pictured was 
Mr. Benjamin Seebohm Rowntree, leading—one uses the word advisedly 
in place of “ addressing ’’—a discussion circle. 

The caricature was worth attention, because it typified the man, 
though as applied to him any suggestion of “‘ highbrow ” can be put on 
one side, if the word is to be used as covering a sloppy idealism out 
of touch with realities and practice. In a discussion circle is where you 
might expect to find him, and if he would give richly to that circle, he 
would also learn much from it. He advocated “getting together” as a 
policy in industry years before Whitleyism was evolved, and has probably 
travelled further, and with larger success, than any other employing 
reformer in that direction. 

Coming into contact with Mr. Rowntree casually, you would hardly 
take him for a large employer of labour ; you would be more apt to write 
him down as a barrister or a don. He is a thinker of rapidity, clarity, 
and thoroughness, who pushes beyond Joubert’s* belief that “ideals 
are placed before us not necessarily to be reached but in order to keep 
the aim high ” by succeeding in linking the ideal to the practical. 


Harnessing Ideals to Practice 
You have listened to Mr. Rowntree outlining a plan to deal with 
some particular problem in industry. You begin to think. His utter- 
ance will make you do so much, however slow you may be in the uptake. 
He has carried to your mind an ideal. You recognise it as such, and 
admire his boldness. Your impulse is to exclaim: “ Granted, that is 
what ought to be; but it is too high ; it will not hold in the shop; it 
cannot be applied in practice.” You do not stop thinking. The sincerity 
and conviction of the man behind the ideal, working in your mind, shape d 
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the ideal into the possible, and take away surprise when you learn that 
he has already got the plan going in his own works. 

Take, as illustration, the latest of many schemes that have been 
pioneered at the Cocoa Works of Messrs. Rowntree and Co., Ltd.—the 
unemployment insurance scheme put into operation in January. Over 
several years Mr. Rowntree has made an exhaustive study of unemploy- 
ment (collaborating with Miss May Kendall he published Unemployment : 
A Soctal Study in 1911), and he believes the first step towards increasing 
production is to establish genuine security for the worker. 

To understand his attitude on unemployment and every other indus- 
trial problem, you must know that he never considers industry as standing 
alone. To him industry is essentially a national service, ‘‘a means to 
the welfare of the whole community,” which should ‘‘ everywhere and 
always serve the needs of citizenship.” So he comes to accept the doctrine 
that industry or the community should maintain during periods of 
unemployment men and women who are able and willing to work. That 
is not to say he is an advocate of doles. He believes that just as employers 
establish a dividend equalisation fund—a reserve to be used in paying 
dividends in bad years—so they should establish a wages equalisation 
fund. Recently a committee of prominent employers, of whieh Mr. 
Rowntree was a member, sat in London, and worked out a national 
unemployment insurance scheme that could be grafted on the present 
Unemployment Insurance Act. The scheme makes possible benefits 
up to 50 per cent of earnings for single men, and 75 per cent for married 
men, on contributions of four millions a year by the Government (the 
contribution the Government was making before the last increase of 
benefits), 2 per cent on the wages bill by the employer, and 2d. in the 
pound on wages by the worker. 


The Courage of his Faith 


The Government has not accepted the scheme, which is deserving of 
far more attention and publicity than has been given it, and Mr. Rowntree 
has received letters from many employers complaining bitterly of its 
provisions. The tenour of criticism is that benefits so high would en- 
courage malingering, though the scheme has a practical reply to that 
charge. With the courage of his faith, Mr. Rowntree got a committee at 
his own works, with these proposals as a basis, to draft a scheme for a single 
factory. This he put into operation, and the introduction is justifying 
itself, for the Central Works Council, at its last meeting, was constrained 
to congratulate the firm on being pioneers in yet another direction, and 
to express its trust that the “ beneficial effects will not be confined solely 
to the benefits received by the firm’s employees,” but that the scheme 
“ will be an instrument for creating a demand for state action on lines 
< *equally adequate.” Now a wide interest is being shown by other firms, 
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and Mr. Rowntree has received numerous applications for copies of the 
draft. d 

The Quaker is pre-eminently a man who makes his religion practical, 
and Mr. Rowntree is a Friend whose whole endeavour is towards Christian- 
ising industry. He was educated at the well-known Bootham School in 
York, and studied chemistry at Owens College, now Manchester Univer- 
sity. He has no connection with any other firm than that of which he. 
is a director, and the Cocoa Works are the great training ground where 
he frankly faces the experimental. The son of the Chairman of the 
company, Mr. Joseph Rowntree, himself a great social and industrial 
reformer, with whose progressive and humane spirit he is endowed, and 
for whom he largely acts, since Mr. Joseph is well advanced in years, he 
is responsible for the administration at the Cocoa Works. Other directors 
bave their parts. One controls buying, another selling, and so on. 
Mr. Seebohm controls the making, and in that capacity has to meet all 
labour and kindred problems. 


A Study in Contrasts 


The Cocoa Works, then, with its 7,000 employees and estate of 235 
acres (the estate was of 24 acres when the first purchase was made only 
thirty years ago), must give us the measure of a man who has there 
carried out with satisfactory and encouraging results those principles of 
which as Director of the Welfare Department of the Ministry of Munitions 
he was the apostle, and which later made him so valuable a member of 
the Central Reconstruction Committee that grew into.the Ministry of 
Reconstruction. 

One of the most biting memories of my boyhood is of going round ` 

a Lancashire cotton mill—one of those prison houses for so many 
“ hands ” thrown up by the Industrial Revolution, which in appearance 
remain the same to-day, and which are largely unaltered internally, 
though child-labour, half-time, and work before breakfast are now gone. 
I never visit Rowntree’s, which shows how much a factory might be, 
without contrasting it with my boyhood experience. The Cocoa Works, 
with New Earswick, the Rowntree garden village, hard by, is on the 
edge of York, and in no way casts a shadow on a city world renowned 
for its architectural beauty and historical associations. Shorn of ugliness, 
the factory is surrounded by trees and gardens and playing fields. 

Workrooms, adequately lighted, warmed, and ventilated, are planned 
with as much thought for health and comfort as for suitability for the 
mechanical processes to be carried out. There are carefully selected 
pictures and plants, a high standard of cleanliness, and no cramping in 
the provision of washing and cloakroom accommodation. In his welfare 
labour, Mr. Rowntree has striven to keep a balance between himself as 
a citizen and as a business man. Therefore, the works has its own doctor,” ° 
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nurse, oculist, dentist, rest-rooms, lounges, library, school, gymnasia, 
director of education, and other amenities that help to make men vigorous, 
alert, healthy, happy—good workers and good citizens. Time and again 
has one heard Mr. Rowntree express the opinion that a good canteen is 
of real moment, and here he has made wide and generous provision. The 
canteen is in the spacious Dining Block, opened in 1913, and separated 
from the factory proper. Here the rooms are artistic and airy, and when 
I dined there the other week in company with a number of employers 
and works administrators attending a conference in a lecture hall that 
will hold between 300 and 400 people, more than one present told me 
the Rowntree dining rooms are more comfortable and convenient than 
the restaurants to which they are accustomed to give their patronage. 


Hours and W ages 


None has done more than Mr. Rowntree to secure shorter hours and 
wages minima in industry. His advocacy here has behind it that logical 
sense which has impelled him to supply proof of his contentions out of 
carefully made investigations into the relation of hours and output, 
and the standard—the minimum industry should grant—sufficient to 
enable a man to marry, to occupy a decent house, and to bring up a 
family of normal size in a state of physical efficiency, while allowing a 
reasonable margin for contingencies and recreation. Since he gives 
his case fully in The Human Needs of Labour (1918) one need only state 
his view that 48 hours is a reasonable working week, a movement up or 
down requiring justification, and that industry cannot concede at, once 
the minimum wage he lays down as a standard. In his factory that 
minimum has been worked up to gradually, and following the granting 
of a week’s holiday with pay in 1918, a step further than 48 hours (which 
had been in operation in the works since 1896) was taken in 1919 by 
reducing the working week to 44 hours. At the time Mr. Rowntree was 
doubtful of the wisdom of such a step, but he thinks that, on the whole, 
it has been justified. There has not been very much reduction of output. 

Satisfactory wages minima, reasonable hours, and good houses are 
not enough. “It is essential to the well-being of the community,” he 
has said to me, “that all members should know that if they do their 
best to fulfil their duties as citizens a reasonable standard of life is 
secured to them. Until that has been done we cannot expect, nor do 
we deserve, the hearty co-operation of the workers in increasing the 
efficiency of industry.” The unemployment scheme just introduced is 
the corner stone of the Rowntree security. It was preceded in 1906 by 
a comprehensive pension scheme for the benefit of employees, with an 
extension in 1917 of benefits under the Pension Fund to widows of em- 
ployees, and a fund started by the directors last year for dealing with 
a einvalidity. 
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A Defender of Capitalism 


Mr. Rowntreeis sure in his choice of men, and has surrounded himself 
by experts who can be trusted to work in accordance with his owh human 
sympathies. He has the inquiring mind, and any workman with a 
suggestion may be sure of a ready hearing and a patient consideration. 
He holds that no practical alternative to the capitalistic system has been 
put forward, and is optimistic enough to believe that inside that system 
industry can be swept free of unrest and placed on a satisfactory basis 
within the next twenty or thirty years. At present he is paying very 
great attention to the workers’ claim for more control and a greater 
share in the products of industry. These are very difficult problems. 
I think he would say the claims are justified; but he has not made up 
his mind as to how they can best be met. A year or two of studying 
and investigating profit-sharing and co-partnership have led him to no 
conclusion. The systems are full of loopholes and faults, and it seems 
to him that something new must be worked out. To this particular 
problem he is now giving his earnest attention, and he expects to be able 
to make a pronouncement in about twelve months time. 


Workers and Management Control 


On the industrial side, embracing factory discipline, hours of labour, 
welfare conditions and similar questions, he feels that workers should 
share control with the management. Certainly Mr. Rowntree has himself 
gone very far in co-operative effort. The first works council was estab- 
lished at the Rowntree factory in September, 1916 (the Whitley Report 
was not issued until October, 1917, with a short Interim Report in 
March of that year, and Mr. Rowntree, by the way, thinks Whitleyism 
does not go far enough), and Mr. Rowntree then set down in his memor- 
andum to employees the following matters which might very properly 
be discussed at such a council— 

(1) Criticism of piece rates not thought to be fair or adequate, and 
consideration of suggestions for adjustment. 

(2) Consideration of conditions and hours of work. 

(3) Consideration of departmental organisation and production. 

(4) Rules and discipline. 

From the first Departmental Council have evolved Councils in every 
department, with their Sectional Councils, and a Central Works Council 
linking together all departments. ` 


The Rowntree Lecture Conferences for Administrative 
Staffs . 

Since the war Mr. Rowntree has organised nine lecture-conferences 

of administrative staffs drawn from various types of works all over thee . 
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country, ʻand these conferences have now become a permanent feature 
of industry as represented by a large number of progressive firms. The 
idea is Mr. Rowntree’s own, and the conferences stand unique in their 
class. They do not meet to discuss technical questions, but with ‘the 
object of leading to greater administrative efficiency, and a better under- 
standing of varying points of view, reached through personal contact by 
“living together ” for a few days at regular intervals in some quiet 
restful centre. Centres so far chosen have included Scarborough and 
Blackpool, in the off season; York, Durham University ; and Balliol 
College, Oxford. As a member of these conferences, so unique that 
their plan, place and purpose are worth considering in an article by itself, 
one knows how valuable they are. 


The Unknown Peacemaker 

Enough has been written to show that Mr. Rowntree is no ordinary 
employer, and has no ordinary mind. He is the author of a dozen works 
on social and industrial subjects (his latest, not yet given a title, but 
probably to be called ‘‘ The Human Side of Business Administration,” is 
going through the press at the moment) ; charming, magnetic, approach- 
able; and, if not an orator, an attractive speaker who hardly uses a 
superfluous word. One has known him grip an open air gathering for 
over an hour, with a gentle rain falling all the time, and without a single 
person leaving the crowd—no mean’ performance. There are social 
reformers with axes to grind, and some who wallow in self-advertisement. 
Mr. Rowntree belongs to neither class. He prefers to keep himself in 
the background, has been the hidden force behind many big social reforms, 
and the unknown peacemaker when mighty industrial upheavals have 
threatened the land. The country does not know, and in all likelihood 
never will know, more than a tithe of its indebtedness to him; but of 
these matters nothing can be written without betraying confidence. © 
A man of tremendous activity, he works many more hours than he 
advocates for others, and is still in the prime of his years and virility. 
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Efficiency and Self-Preservation 


'T PERE are limits to the capacity of industry to pay high wages—there comes 

a point when it is less unprofitable to give up business ; but the manufacture: 

who has least to fear is he who has left no stone unturned to equip himself with the 

best that the world can offer. Similarly the nation has least to fear which resolutely 

determines that it will have efficiéncy. From that point of view every citizen 1s 

vitally interested in the fight for efficiency, whether in Parliament, the factory, 
the office, or the home.— Times Trade Supplement. 
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Don't overlook this breezy coniribulion from ihe head of the Austin Motor Ca It 
is full of unguenchable oplimism—a splendid tonic for the times. 





Prospects of British Trade 


By Sim HERBERT AUSTIN, K.B.E. 


A Hopeful Outlook 


AT a time which is universally regarded as one of financial stringency, 
it requires some courage to prophesy favourable things concerning 
British trade. 

I have often been accused of being an optimist, as though optimism 
were a crime. As a matter of fact I cannot conceive of any sane person 
looking out upon the present çondition of the world and honestly attempt- 


\ . ing to fix the place and part in it which England is called upon to Hill, 


Vy 


without feeling a glow of pride and an inspiration of hope for the future. 
It is so obvious that this country is in a position of comparative wealth 
and of very greatly enhanced security as the result of the War, that I 
find it difficult to realise why so many people are pulling long faces. 


-Bull Points in the Present Situation 

It is the real things that matter, and the real factors in the present 
situation may be summarised as follows— 

Great Britain has the largest assemblage of well-trained, highly 
skilled workers anywhere existing in the world for the manufacture of 


` textiles, machinery, engineering goods. 


She possesses a colonial empire of sister states and dominions covering - 
` something like one-fifth of the habitable globe and replete with almost | 
„every species of raw material, including an inexhaustible food supply. 


..\ Highly organised and long established business connections. 


A powerful mercantile marine. 
National credit second to none—a, nation with an income of 1,000 
. millions per annum in taxable returns need not fear inability to raise 
money. i 
The goodwill of the whole world. 
These are the real things, and they should hearten us to a magnificent 
burst of endeavour. It is regrettable, however, to note that we are in 
. very real danger of missing a unique opportunity for business expansion 
«simply because so many people turn their attention completely away from 
‘tthese real factors of success and become obsessed and well nigh mes- 
_gnerised with the purely conventional and often factitious figures of 
“finance. We harp upon money as though money at the best of times 
when it was expressed in sterling gold were but a counter, a bauble with 
which to measure values. .. 
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Lost Faith in Paper Money 

To-day the want of money petrifies us. We cannot stir hand or foot 
without exchanging bits of paper and we have lost faith in the bits of 
paper we handle. The trouble is that Europe having indulged in ‘an 
orgy of bank note issues, finds itself embarrassed with a miscellaneous 
collection of depreciated currencies. These have, in many cases, lost 
all relation to a gold standard, even within the area where they are 
current. 

They are causing serious inconvenience. 

The long vanished metal coinage, whether it be rupees, pesetas, 
francs or lire, has to be represented in huge figures in order to purchase 
the commonest commodities of life. It is little to be wondered at, 
therefore, that when an attempt is made to purchase imported com- 
medities and to express their value in these depreciated currencies, the 
purchaser stands aghast at what appears to be a fabulous sum. It is 
merely that he is unwilling to accept the logical result of the state of the 
International Exchange. 


The Basis of Trade, Optimism 

My optimism with regard to the future of British trade, is based upon 
the conviction that the common sense methods of Britishers throughout 
the world will very soon succeed in obliterating this difficulty. It is, 
after all, merely a question of a medium. All we want is a common 
denominator for values which will enable us to get on with the business 
without relapsing into the barbaric habit of barter. 

It is not, surely, beyond the wit of man to devise such a medium of 
International Exchange which should be acceptable to all parties, and, 
if the “ League of Nations” really desire to demonstrate its utility, 
here is a task for it to start on. 

Whatever be the medium of exchange and by whomsoever initiated, 
a method must be discovered and that soon. This done, I see no reason 
why British trade should not pick up within the coming season in quite a 
surprising manner. Several aspects of world requirements are especially 
hopeful for British engineering projects. Among them the following 
appear the most important— 

1, The positive necessity for greatly increased road transport. 

2. The need for improved methods of agriculture to enhance the 
world food supply making itself felt in a demand for mechanical aids to 
farming. 

3. The appreciation of gold of which the principal sources of future 
supply are in British hands. + 

Now here are three wants which England is peculiarly fitted to supply, 
. for road transport—cars, motor lorries, electric and steam trams and 
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‘buses ; for agriculture—light weight tractors with all their concomitants ; 
and for gold—the product of South African and Australian mines. 

For the moment America is holding her hand, a vast quantity of the 
world’s capital has gone her way, but it remains to be seen whether her 
merchants and manufacturers have enough of foresight and magnanimity 
to assume the rôle of financial saviours to the devastated and impoverished 
areas of Eastern Europe. 





SIR HERBERT AUSTIN, K.B.E. 


New York is said to be embarrassed with the quantity of bullion 
amassed and to be suffering like ourselves for the want of well-to-do 
customers who can afford to pay for American manufactures, 


A Parable for the Times 


A good many years ago I remember witnessing a singular scene in an 
English provincial town. It was an American Quacksalver who was 
selling or attempting to sell some patent medicine warranted to cure 
most human ills. He was haranguing the crowd from the top of a gaily 
painted coach. In spite of all his eloquence the man was unable to 
effect any sales. 

He stared at the crowd, and they stared back at him open-mouthed 
and dull of eye. Presently he appeared tothave an inspiration. “ Perhaps 
you have not got any money,” he said, and seizing a large bag he plunged 
his hand into it. Then with a magnificent gesture he flung handfel - 
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after handful of coins into the air. The silver shower descended upon 
the heads of the astonished and delighted crowd and I left them eagerly 
` buying the patent medicine. Far -be it from me to suggest that either 
American or English commercial polity should go, as a rule, to the quack- 
salver or the cheapjack for lessons in finance, but I cannot help thinking 
that in this particular instance, the hint may be of service. 

If British and American Governments, banks and commercial groups, 
could at the present juncture combine to furnish forth some kind of 
guarantee, such as merchants and manufacturers could accept for the 
ultimate payment of goods supplied to populations impoverished by 
wars, it would be a fine act of humanitarian statesmanship for which future 
generations would bless them. 

-< Incidentally, also, it would be the best possible thing for the trade and 
commerce of the two great English-speaking nations. 





Taking the Heart out of Enterprise 


AN investor may get 25 per cent dividend on his investment as he used to do, but 
he has not so much real money to spend. Both Mr. Austen Chamberlain and 
Mr. Reginald McKenna explained that £200 of pre-war money equalled £500 of 
to-day ; 25 per cent pre-war on the same. capital, therefore, requires 62} per cent. 
to-equal it to-day. By the extent to which dividends fall short of 24 times their 
pre-war level, investors are thus being depleted of former resources. Their spending 
© power is curtailed ‘accordingly, and businesses that depend on that spending power 
must inevitably shrink. That shrinkage produces short time and unemployment 
amongst wage-earners and the businesses that are supported by wage-earners 
are also made to feel the pinch. l i 

Thħerė are other things by which the value of; the return of investments is- 
decreased, besides the low value of paper money. It is further increased by extra- 
ordinarily high taxation.on production. Income Tax and Super Tax are crushing 
in their effects. They bring the net income down below pre-war figures, although 
these figures are equal to no more than two-fifths of pre-war values. That policy 
is taking the heart out-of enterprise as well as taking away the means. to be 
enterprising. Sir Oswald Stoll, at the annual meeting of the Coliseum Syndicate, 
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ae Management in the Office 


By A. LESTER Boppineton, F.S.S. 
Author of “ Statistics and Their Application to Commerce ”’ 


How to Organise the Brain Centre of the Business 


A’ the present time the commercial world is faced with peculiar | 
conditions. We are only just recovering from the effects of the 
Great War, and are suffering from high costs of production, labour 
unrest, lack of working capital, and an ever increasing competition from 
those countries whose normal activities were unaffected or but little 
disturbed by the necessities of war. Profits are being limited by artificial 
or other means, and, generally speaking, can only be increased by develop- 
ing new fields, or by decreasing expenses. To increase turnover frequently 
necessitates a higher rate of expenditure than the normal, and as a result 
the additional profits earned may not be sufficient adequately to. 
remunerate the increased capital required to finance the expansion. > 
It is expedient therefore to study carefully internal management with 
a view to decreasing costs of production and distributing expenses, and 
eliminating all waste. Business is frequently conducted upon haphazard 
and illogical lines and full advantage is not taken of the many oppor- 
tunities which present themselves for development. It is gradually 
becoming recognised that business is a science which calls for exact 
treatment, careful research and constant progress. 


Business Organisation on Common Sense Lines 


Huxley defined Science as ‘‘ Organised Common-sense,” and if we 
accept this simple yet comprehensive definition we can describe Scientific. 
Management as “ Organised Common-sense.” Huxley added a caustic | 
comment to the effect that common-sense was one of the rarest of 
virtues, and though the world has progressed greatly since this con- 
demnation was penned, there is still.more than a modicum of truth in 
the statement. Certainly few of our offices are organised on common- 
sense lines, and this may be attributed very largely to the fact that as 
business has developed so rapidly there has been no time to devote. 
to overhauling carefully the methods and applying common-sense to 
many of the problems of management which confront the business man 
of to-day. Where a new business is being started due attention can be 
given to the methods to be employed and care can be taken to secure 
logical and scientific treatment for the business as a whole. It must 
not be imagined that Scientific Management is a panacea for all the - 
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ills attendant on business, but it will, when properly understood and 
applied, assist materially in developing business. 

Scientific Management has not received the attention which its 
importance deserves, and though the necessity of scientific methods in 
production has been seen, and to some extent been adopted, yet it has 
not been extended to any degree to the work of the office. Many people 
regard Scientific Management as “ System,” and hence take it to mean 
the various methods of doing work speedily and correctly, and of making 
the functions of an office purely mechanical. It means much more than 
this, and, as I hope to show, though organisation is an important adjunct 
of such management, it is an adjunct only. 


Neglected Importance of the Office 


The office fills a much larger part of our life than we realise. Most 
of our waking hours are spent there, and yet we pay much less attention 
to it than to our homes in which we spend a smaller proportion of our 
active time. It is frequently badly placed, badly equipped, poorly 
staffed and badly managed. The producing and selling sides of a business 
are usually carefully planned, skilfully managed, adequately staffed, 
and every attention given to them, while the office remains inaccessible, 
ill lighted, badly ventilated, overcrowded and neglected. 

The reason for this is not far to seek, for attention has, of necessity, 
to be given to the producing and marketing of the goods handled, and 
only when these factors have been put into operation does the necessity 
for records arise, hence the provision of adequate office accommodation 
is more often than not an after thought. 


The Real Brain Centre of the Business 


The enormous growth of the credit system and the necessity for 
reliable records is slowly but surely demonstrating the importance of 
the office. Instead of being merely an appendage of the business, it is 
in reality the “ brain centre” of it. Al the details of the business, all 
the transactions pass through it. It is the only place where a full and 
accurate record of the business can be obtained, where details affecting 
it will be found, and it is through the office that proper control is rendered 
possible. It is essential, therefore, that the office should have as much 
attention paid to it, as has the factory or the selling departments. The 
office should be, and is, as important to a business man as an efficient 
intelligence staff is to the commander-in-chief of an army. 

- What benefits are to be derived from Scientific Management? These 
will be better realised. after ‘we have studied the objects of Scientific - 
Management. These may be summed up as being seven in number, viz.— 

(1) To ensure efficiency. 
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(2) To reduce expenses to a standard commensurate with efficiency. 
(3) To eliminate waste, whether of time, material or personnel. 
(4) To increase production. 
-(5) To foresee opportunities and to take advantage of them. 
(6) To guard against adverse conditions. 
(7) To co-ordinate the various activities and departments and to 
cause all operations to conform to the general policy and lines of 
development of the business as a whole. 





MR. A. LESTER BODDINGTON, F.S.S. 


A Definition of Efficiency 
It is at once obvious that the last six depend to a very large extent 
upon efficiency ; efficiency on the part of the worker as well as in the 
method of work. Efficiency does not consist of producing the most 
work in the least time, or at the least possible cost. It is the smooth 
working of the machinery of organisation, and the safeguarding of the 
welfare of each member of the staff, the creation of a feeling of responsi- 
bility in each individual worker, the instruction of every person in the 
work he has to perform, and the inducement for everyone to put forth 
his or her best efforts willingly The human element plays a very 
large part in efficiency, for the working of the human element cannot 
be standardised, and however wonderful inventions may be, human 
aid is always required. e. 
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Economy of expenditure is very necessary, but care must be taken 
to see that economy is correctly applied. There is a time to spend, and 
a time to retrench, and it is essential that the development of the business 
should not be checked by parsimony. No reduction of expenditure 
should take place till the effect that it will have has been carefully 
considered from every possible aspect, and it will frequently be found 
that excessive expenditure is due to waste, and that by eliminating 
wasteful processes expenditure automatically falls. 

By increasing the output is meant obtaining the maximum production 
possible with the minimum of fatigue, and not, as is often the case, 
extracting the maximum effort of the worker. This latter policy 
ultimately defeats its own ends, for workers become jaded, and are no 
longer able to produce as much or as good work as at the beginning. 

Many opportunities of development are overlooked, and adverse 
conditions are not seen or provided for, owing to the lack of proper 
records and intelligent utilisation of details which are available. A 
proper scheme of management, allied to the scientific study and analysis 
of trade and financial conditions and tendencies will greatly assist in 
- increasing business or reducing losses. This can be carried out by 
co-ordinating the work of the office and definitely allocating responsibility 
for various work, instead of centralising work in the hands of one man. 

To obtain the full benefits of Scientific Management in the office 
every problem must be considered separately and upon its merits, the 
difficulties analysed, and the methods used adapted to the needs of the 
occasion. Only general principles can be laid down for guidance, and it 
is proposed to deal with these under four headings, viz.— 


(1) The Staff. 

(2) The Office. 

(3) The Equipment. 

(4) The Arrangement of the Work. 


I. The Staff 


It is certainly necessary to start with the staff, for however much 
attention is given to the other three points the result will not yield the - 
utmost satisfaction if the staff is not in tune with the business. Office 
work has always been considered as being of a semi-mechanical nature, 
and hence calling for no particular skill, and thus the staff has been paid” 
comparatively low wages. As a consequence of this, initiative has been 
given but little inducement, and ambition has not been developed: to 


any great degree. This outlook has led to carelessness in the choice _ : 


, of men, and the wrong man filling a post speedily leads to error and 
~. confusion and the breakdown of the organisation. Scientific: methods 
. are not infallible, particularly in dealing with so changeable a factor as 
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humanity, but it will be found that they will assist materially. The 
finest testimonials ever penned do not necessarily mean that the recipient 
of them will succeed in a new post, however similar it may be to his 
previous one, for the surroundings, the colleagues he is called to work 
with, the people with whom he comes in contact and the conditions 
may affect him adversely. It is not sufficient that a man should know 
his work thoroughly. He must be also gifted with imagination, be 
accurate, painstaking, loyal, tactful, well educated and of a good 
presence. It is not a machine that is required, but a man of intelligence, 
one who can apply the knowledge and the-experience he possesses to the 
particular problems which confront him day by day, one who can act 
upon his own initiative and come to important decisions without un- 
necessary delay, take responsibility without undue worry, and one, 
moreover, who can work amicably with his colleagues. 


The Man with a Grievance 

If a man fails to “ make good ” in a particular job allotted to him, 
it by no means follows that he is of no use to the business. His abilities 
should be studied, his energies tried in other directions to see if he 
displays an aptitude for some other branch of the business, and only 
after his possibilities have been exhausted should his services be dispensed 
with. It is a mistake to allow a man with a grievance, whether real 
or imaginary, to remain on the staff, for a discontented man can cause 
considerable friction and breed discontent among the others. 


New Employees and the Policy of the Firm 
Having obtained a good man, every effort should be made to keep 
him. It is wasteful procedure to have constant changes on the staff, 
for the smooth working of an office depends upon “ team work,” and a 
change in the composition of the “ team ” affects its efficiency for a time. 
However good a man may be, it takes time for him to fall into the 
methods used, and a certain amount of training is necessary. This time 
is in a measure unproductive, and is a total loss should the man leave 
at the time he is becoming accustomed to. the work. In the great 
majority of cases, a new employee is given a job to do, and left largely 
to his own devices. He is, however, judged upon the result he achieves. 
This is not fair to the employee or satisfactory to the employer, for the 
employee knows little or nothing of the general policy of the business, 
and only after some time has elapsed does he obtain any idea of the - 
niche which he fills in the general superstructure of the business, or of 
the importance of the work he is doing. A new employee should be 
instructed in these things before he actnally commences his work, for 
he is then able to appreciate the significance of his tasks. He should 
be allowed to become “ acclimatised.” In a large office this is probably . 
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best done by the aid of an “‘ Office Manual,” such as is occasionally met 
with in up-to-date and well-managed offices. This manual sets forth 
firstly the general policy and fundamental ideas of the business, and 
secondly the internal organisation of the business, with details of the 
departmental and individual duties. In a small office there is no need 
for such a manual, but the principal could easily supply the information 
in a brief chat with the new worker. The man is thus made acquainted 
with the constitution, history, objects, development and records of the 
business, the scheme of organisation, the ‘‘ interlocking ” of the various 
activities and the importance of his own work, not only as they affect 
him personally, but as they affect the business as a whole. He is thus 
led to realise his responsibilities, and a feeling of esprit de corps is 
developed, and he is enabled to carry out his work satisfactorily. 


Organising Good Health in the Office 

No one should be allowed to overwork himself, for efficiency is not 
gained by pressure. Reasonable opportunities should be allowed for 
recreation, and everyone encouraged to engage in healthy pursuits. 
This should be done in no spirit of “ Grandfatherliness,’’ but in a real 
desire to see the workers make the best of their lives. Good health is 
essential to enjoyment, and to good work and play. In a large office 
arrangements can usually be made for the formation of sports clubs, 
and they should receive every encouragement from the principal, for 
they assist in maintaining good health and a sane outlook on life, develop 
loyalty and pride in the “ House.” The importance of good health to 
the worker has already received attention in factories and workshops 
where medical and dental clinics and recreation rooms have been set 
up to cater for the health of the worker, and it has already been repeatedly 
demonstrated that works where the physical welfare of the workers is 
considered are the most efficient. 


Promoting the Mental Efficiency of the Staff 


Not only should provision be made for the physical well-being of the 
worker, but attention should also be given to the mental side. It is 
essential that everyone should keep in touch with modern conditions 
and influences. It is of direct advantage to the business when the 
workers expand their knowledge, not only as regards their own particular 
trade, but of the principles of business and finance generally. Clerks 
should be encouraged to study the science of business and so become 
broad minded and acquainted with other aspects than those met with 
in their own offices. Grants for the purpose of pursuing an approved 
course of study are helpful, while if the office be a large one a course of 
staff training or lectures on business subjects may assist materially, 
. but men must not be expected to devote too much of their leisure time 
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to such work. Many employers regard it as the duty of their employees 
to maintain their efficiency, and do nothing to assist them, or to encourage 
them. This is a biased view and an employer who grants reasonable 
facilities and assistance to his staff and who recognises their efforts will 
be more than repaid by the increased loyalty and willingness of his 
workers. Some firms have formed libraries devoted to literature dealing 
with commerce, finance, and the particular trade they are connected 
with, and thus encourage their staff to increase their theoretical knowledge 
of business generally. 


Employer “Clock Watchers’’ Criticised: Some 
Suggestions 


Scientists have recently been carrying out research into the effect of 
fatigue upon the quality and accuracy of the work performed, and it 
has been clearly demonstrated that errors are more frequent at the end 
of a long day than they are when the worker is neither mentally nor 
physically tired, and that after a certain number of hours work the quality 
and accuracy fall off. It is mistaken economy to limit the staff, and 
so make the work so heavy that overtime is a regular necessity, for 
if this additional strain leads, as it ultimately does, to errors, time has 
to be devoted to correcting these mistakes, usually a long, troublesome and 
annoying process. We hear much from employers of the shortcomings 
of their staffs or those members of them who are “ clock watchers.” 
Many employers are just as much at fault, for they watch the clock to 
see that no one leaves before the official time of departure, even though 
the work for the day has been completed some time earlier. It is a 
very great fallacy to suppose that because a man is in the office for a 
certain specified number of hours he is working the whole of the time. 
While it is true that many offices must remain open till a fixed hour, 
arrangements could easily be made for a rotation of duties so that when 
business is slack a portion of the staff might leave upon the completion 
of their part of the day’s work. Consideration in such matters adds to 
the loyalty of the staff, and if they have been chosen rightly it will be 
found that when pressure is great the additional time necessary to keep 
the business up-to-date will be given cheerfully and willingly, the staff 
knowing full well they will be compensated in kind. The average 
healthy-minded worker prefers a few hours of leisure in which to follow 
his hobbies, or to take recreation, to additional pay for overtime. An 
office known to the writer is staffed by young men keenly interested in 
sport, and the principals, being keenly interested also, see that the 
staff enjoys opportunities to indulge in*their favourite amusement or 
sport. For instance, during the cricket season and when business is 
normal, a regular roster of duties permits each member of the staff orf - 
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free afternoon each fortnight to enable them to witness some of the 
first-class matches. Similar arrangements are also made in respect to 
Saturday mornings, and only two-thirds of the staff attend, so that a 
man desirous of paying a week-end visit can make the necessary arrange- 
ments in advance, and, moreover, does not have to ask to be released 
as a favour, or feel under any obligation. Business does not suffer, 
in fact, it gains, for every man feels he is being treated in a sportsmanlike 
manner and reciprocates to the utmost of his ability. This office is a 
very happy and contented one, work runs smoothly and without a 
hitch, changes in the staff are almost unknown and supervision is almost 
unnecessary, the workers making it a point of honour to do everything 
well. Mistakes are consequently almost non-existent, and life to these 
workers seems ‘ well worth while.” 


(To be concluded.) 


Gramophones to Speed up Factory Workers 


Some English firms are trying the effect of a gramophone or a piano-player upon 
their workpeople. It is found that fingers soon seize the rhythm, figures sway, 
and the workers hum and sing with something of the spirit that animated the old-time 
craftsman. To the strains ofa dreamy waltz or operatic air, the output of a factory, 
it is claimed, is larger and the quality of the product better than in a factory where 
there is no such stimulus. 

Those who are watching the progress of the scheme are looking for the ideal 
working tunes. Messrs. Dane and Co., Ltd., of Islington, have introduced a gramo- 
phone into their workroom and the records are nearly all “on the bright side,” 
a member of the firm said yesterday. ‘‘ But they are not jazz tunes,” he added. 
“Tt was found that these excited the workers too much. Tunes like ‘Swanee’ 
and ‘I’m for ever blowing bubbles’ make an obvious improvement in the work 
done.” : 

Lt.-Col. R. H. Tatton, orgamsing director of the Federation of British Music 
Industries, said that music is found most welcome in those workshops where the 
work was purely mechanical.—Dasly Mat. 
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“ Most offices are considerably overstaffed, and a wide experience indicates that this 
is mainly due to slackness in supervision.” 





The Costing of Typewniting 
By W. Dgssporoven, F.O.I. 

Tee cost of the typing group of the staff of most offices is very 

considerable, and it is frequently found that this cost has increased 
out of proportion to the other parts of the business. Apart from 
increased activities of the concern, the typing work is bound to be a rising 
cost, since the general tendency of commerce is to require more and 
more “ paper” work to be done, and it is also justly considered that 
administrative and executive officers—indeed, all the staf—should use 
the pen as little as possible. Most firms are cognisant of this increasing 
expense, but little or no attempt has been made to “ cost ” the work of the — 
typists. Many concerns have thoroughly overhauled the typing arrange- 
ments of their offices and introduced systems of centralisation or pooling 
of the staff, as described in the May issue of this Magazine last year. 
But few have then considered what it is costing them to type a letter 
or page of matter, the reason being that costing typewriting is a rather 
difficult proposition in a firm where the work is of a very varied nature. 
When the work consists mainly of typing letters the costing is very 
simple, but when the staff is required to produce tabular statements, 
accounts, summaries, fill in “form” letters and any classes of work 
that cannot be designated plain matter, it is very difficult to ascertain 
whether value for money is being obtained. 

The importance of introducing costing systems into industry is now 
generally conceded, and the costing department is not only a necessary 
adjunct but is a very economical proposition to a large firm. To apply 
a system of costing to office work may seem absurd, and to some 
impossible, but a careful investigation into the work of most offices 
would disclose the fact that a large amount of time is wasted by the 
employment of wrong methods and failure of part of the staff to render 
a fair day’s work. Itis confidently asserted that most offices are considerably 
overstaffed, and a wide experience indicates that this is mainly due to 
slackness in supervision and inability to introduce individual records 
of work. Minute supervision and attention to details are given to 
manufacturing processes, every separate stage of production being 
carefully costed so as to eliminate waste and secure a maximum output, 
“and if the same attention is given to the working of the office it will be 
found generally that there is a very large field for cutting down expenses. 
Sooner or later, certain classes of office work will have to be costed. 


Records of Typing Work 

The basis of every costing system is 4 reliable record of work that 
will afford all the data required. This record of work must be capable 
_ of being produced accurately without entailing any appreciable loss of - 
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time on the part of the workers or others who keep it. Several firms 
already keep records of the number of letters typed, and when the 
main bulk of the work consists in typing letters, and the letters average 
out at rodghly the same length, the cost per letter is easily ascertainable. 
But the trend of business nowadays is such that in many concerns the 
typing of the letters forms only a part of the work of the typists, and it 
is generally the other classes of work that are difficult to value, and 
on which time is lost. It is well-known that general typing work is 
very difficult to assess. The letters, memoranda, and general plain 
matter are easily recorded as so many folios, lines, or words, but tabular 
and much other work cannot be expressed as such. After very careful 
consideration of this matter it would appear that the only true record of 
a typist’s work can be secured by keeping the record in number of lines 
and time. As little as possible should be recorded as time, and the 
torm of record must be so framed as to show exactly the class of work on 
which a time entry is made, so as to collect data that is as near as 
possible assessable and to avoid loopholes for “ miscellaneous’ work 
that often consists of some form of idling. 


RECORD OF WORK 


For week ending voce oe soe seres 






No. of Lines Plain Matter : 


Shorthand = «we J a fe Pf enna 
Tabular Matter (Time) 
Checking (Time) 

Taking down Shorthand (Time) 
Other Work (Time) : 


Total Lines 





Total Time Work . ky : ; age oe 


Carbon copies Not to be counted. 
Minor tabular jobs to be counted as plain matter. 


I certtfy that the above relurn 1s a irus statement of my work. 
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The Costing of Typewriting 


The form of record given on the previous page has now been instituted 
by me in several very large offices, and, as will be shown later, it affords 
all the necessary data for costing. 

It has been found that the keeping of this record by each typist 
occupies less than five minutes a day. The number of lines are not 
actually counted, but are measured by a scale duplicated on strips of 
thin card, thus— 




















SINGLE | DOUBLE 

1 
\ 2 i 

= = y 
4 2 

=, = 

ré 3 

= 2. 

[8 4 

> 2a 

M 10 5 ` 
l 

2 6 

-; 2i 

+ 7 





One or two minor rules require to be laid down as to the number of 
lines to count for the date, “ topping and tailing,” and address of letters 

The records are generally filled in accurately, but test checks are 
made periodically to secure that no false returns are rendered, and a 
careful watch is exercised over the entries in the “ other work ” columns, 
and, indeed, all the “ time ” columns. 

At the end of every week the records are passed to the Superintendent, 
or senior typist, who copies or tabulates them somewhat on the lines 
shown overleaf, posting up one copy in the typing-room and passing 
another to her superior officer. 

The form of record of work can, of course, be altered to suit the 
particular requirements of any office, and also the Superintendent’s 
tabulated record can be designed to bring out any other information. 
A business man will readily appreciate that once the basic record is 
secured, any statistical or accounting inférmation can be obtained by 
calculation. Thus, the “average number of words typed per hour 
engaged on the typewriter,” is secured by multiplying the weekly number® - 
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of lines by 9 (to get the number of words) and dividing by the weekly 
number of hours attendance less meal times and less total “ time ” 
? work shown on the record. 

The effect of this record of work system has almost invariably been 
to increase output, since the fact that a record is kept, is posted up, and 
is seen by the management every week fosters a spirit of rivalry among 
the girls and frequently increases output by 50 per cent, as the 
efficient typist ‘realises that her efficiency is brought to notice, while the 
“slacker ’”’ also finds that her low output is no longer “ balanced” by 
the work of the more conscientious girls. Thus, the record is of great 


RECORD OF WORK 


Week ending 29th January, 1921. 












































Pool No. 3. . Superintendent Joan Jones 
z Average No. ot 
No. of Lines, Tıme. Words Typed 
i a |per hr. engaged 
a Copy- | Short- on Ty perater 
ing. | band. (excluding 
Time”) 
E. M. Brown || 589 | 1,302 680:7 
P. Robinson . 331 | 1,152 | 1,683 847-4 
F. Smith  . 113,249 | — 853-7 
G Gren . 698 | 1,770 807-7 
TOTAL . | 
f 
t 
Departmental average ToT 764 4 


(These figures are actual records taken from a large office, but they are not given 
as a criterion.) 


value when deciding increases of salary, bonuses, promotions to secretary- 
ships, and many disciplinary. questions, and it is undoubtedly vastly 
superior to the “impressions ” of one of the executive staff or the 
superintendent, on which the management generally rely. In making 
deductions, however, it must be remembered that the more difficult 
work is invariably given to the more accurate typists, and this may 
reduce their manipulative speeds. In addition to showing the individual 
efficiency and output, it shows the work of the whole group of the staff, 
and from time to time can be used to determine whether any increases 
or decreases in the staff are necessary. A careful perusal of the records 
will also enable a large number of deductions to be made as to the general 
organisation and working of the group (e.g. time spent on taking so 
many lines shorthand, time spent on checking, nature of ‘‘ other work,” 
. erelative time spent by shorthand-writers on plain copying work, etc., etc.). 
32 


The Costing of Typewriting 


Costing the Work 
When ail classes of work are typed it is generally sufficient to cost, 
only the work that is assessable in so many lines. Thus, the cost per 
folio of 72 words is obtainable as follows— 
: Total cost of staff and overhead 
dime spent on tabular, less time on other work x Swpenses (including supervision, ste ) 
Total hours of attendance, less meal times ` - 7 








= cost per folio of 72 words. 


The figure arrived at is very slightly in excess of the actual figure, 
by reason of the fact that the checking of the tabular and other work 
is included. 

The cost per letter could be ascertained by recording particulars of 
the number of letters typed on a separate line on the original record sheet. 
The cost of checking, tabular, copying, shorthand, or any other work 
can be ascertained by deduction or calculation from the tabulated 
records. Indeed, from the above basic record sheet, every conceivable 
form of cost of the typewriting group could be ascertained. 

Very few firms have yet applied any system of costing for typewritihg, 
but in practically every case where it has been done the results have been 
alarming. In one large firm where the organisation is tolerably good, 
it was found that cost of the typing amounted to no less than 8d. per 
hundred words, and in several other offices the cost has been found to 
range from 4d. to 2s. per hundred, after allowing all deductions for tabular, 
other work, meal times, and sickness. Now this is obviously very expen- 
sive, and careful investigation was instituted with the result that in one 
or two cases the output has been doubled, the cost being reduced by 
more than one-half. It is impossible to lay down any fixed rate at which 
the typewriting of a firm should be done, since the work of various 
offices is so diverse in character, but as the introduction of the above 
system of record of work has frequently shown that after deducting 
tabular and other work the typists average only 400 words per hour, 
it is clear there is a wide field for economy in the typewriting work of 
the office. . 
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The Goodwill of the Worker’ 


By Sm LYNDEN Macasspy, K.B.B., D.So. 
Importance of the Administrative Staff 
COSTING INQUIRIES TO SHOW PROFIT MARGIN 


HE Administrative Staff constitutes the brains, the mechanism of 

the organisation and management of Industry. The success of 
an employer’s business depends largely upon the loyalty and good- 
will of the administrative staff to him. The industrial harmony of every 
workshop also depends upon the sympathy and judgment and power 
of the administrative staff in managing men. In my view Capital 
has not risen at all to this conception. It has not conceded to the Ad- 
ministrative Staff a status which is at all commensurate with their enor- 
mous responsibilities for production nor, except to those at the very 
top, has it accorded adequate financial recognition. 


Management not a ‘By-Product of Technical Ability 

The art of managing men, getting the best out of them, securing 
their cordial co-operation is usually regarded in my experience by 
Capital as a sort of customary by-product of technical ability. It is 
nothing of the sort. In truth, it is a special qualification requiring 
peculiar qualities of temperament and mind, and particular fibres of 
character. Of the possession of these, technical ability is no criterion 
at all. Therefore, if Industry is to progress Capital must elevate its 
conception of the duties of the Administrative Staff and recognise that 
administration, even in its lowest branches, is work at least as skilled 
as that of an expert tradesman. 


Mental Attitudes of To-day and Yesterday 
The relation between Capital and Labour is the basic human relationship 
in Industry, and permeating it we find not cordiality, but animosity, not 
mutual confidence but active distrust ; we see everywhere black suspicion 
twisting the motive behind every action. All that, I think, is the fruit 
of unsound economic doctrine. Fifty years ago, the employers regarded 
Labour as a soulless agency of production, to be taken on and employed 
at the lowest possible wages, and dismissed according as the day-to-day con- 
ditions of the shop required, however inefficiently works might be organised. 
They considered the worker’s detention on overtime without prior notice 
1 From notes of a recent address by Sır Lynden Macassey, K.BE, K C., on * Present 


oy Industrial Psychology,” to the Institute of Industrial Admunistration, at the 
Central Hall, Westminster. 
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as something which was always justified, whatever his own private or 
family or social calls might be. That was the orthodox opinion of Capital 
in regard to Labour fifty years ago, and as you might suppose, it created 
in Labour a reactionary conception of industrial work and duty. Work, 





Elliott & Fry 
SIR LYNDEN MACASSEY, K.B.E., K.C. 


Labour came to say, is not an honourable, uplifting activity, but slavery 
and degradation. I knew cases during the War where actually sweep- 
stakes were organised in departments of industrial works to be won by 
the men who got first to the gates after the hooter had gone. This 
was familiarly known as “ beating the hooter.” That principle to-day 
is deeply embedded as a justifiable habit in what I may call the sub- 
conscious mind of Labour. With the advance of knowledge employers 
have come happily to hold a more elevated conception of their relation 
to Labour, and they are manifesting a keen and genuine interest in the 
welfare of their employees, and the Industrial Welfare Society can point 
to amazing instances of esprit de firm as a result of this attitude. 


Workers and a Share in Management 

The modern workman has lost pride in craftsmanship because his 
occupation is largely repetition or routine. It is vital for the future of 
industry to recreate interest in work. Méthods of mass production have 
come to stay, and Capital should ensure that both the administrative 
staff and the wages staff should have a wider interest in the prosperity * 
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of the shops in which they are employed. Works Councils, provided 
they have adequate power, are invaluable means for the creation of that 
interest. What frustrates co-operation in industry is the fallacy obsessing 
the collective consciousness of Labour that, not public demand, but the 
amount of labour contributed to the product, is the sole source of value. 
It is used as the justification for the cry, “ Eliminate the capitalist 
and private profits.” The need for economic education to kill this fallacy 
is urgent, and the antidote is to give the individual worker, through 
the medium of properly constituted works committees, a real and effective 
voice in discussing and settling terms of employment, rates of wages, 
and workshop conditions, so far as they are shop matters, and organised 
labour the same general rights through district councils and joint national 
industrial councils, so far as they are district or national questions. 


Costings Inquiries to Satisfy Labour 

In order to gain the goodwill of the worker, who will not co-operate 
in his present frame of mind merely to make, as he is told, more profits 
for his employer, he must be secured a fair share of the product, and be 
assured that it is fair. The only way to do that is to have costings 
inquiries conducted into each industry by competent accountants, 
assisted by costings experts, to demonstrate the actual working expenses 
of the industry, and show clearly what is the margin of profits available 
for division between Capital and Labour. To my mind that is absolutely 
essential. These costings inquiries are proceeding now in several important 
industries of this country. 

Production ought to be regarded not as the selfish means of advancing 
the material interests of this person or that class, but the unselfish means 
of furthering the general welfare and prosperity of the nation, and 
industry as the highest and noblest conception of social and national 


service. 











“ The Companies Acts cry aloud for amendment,” says Mr. Earnshaw, who writes 
. . a scathing exposure of the methods of shady company promoters. 





© Vendor or Promotion Syndicates . 


By Jonx P. Earnsuaw, F.0.1.8. 


Poro most people have heard used the expression “ Getting 
in on the ground-floor.” It admirably describes the feat performed 
by those who esteem themselves fortunate in being permitted to par- 
ticipate in the formation of what is called a promotion, or vendor, 
syndicate. As far as the investing public is concerned, their mode of 
ingress is more often the attic-window, or through the roof. 

It may be well to explain, for the benefit of the uninitiated, the modus 
operandi of forming a promotion syndicate. In the majority of cases, 
the operation is more or less shady, for important companies, with an 
established reputation, have no need to raise capital through the initial 
formation of syndicates; nor, as a rule, have company promoters and 
financiers of standing and repute, for their names are usually sufficient 
guarantee of bona fides, and, further, they have no desire to mask their 
identity by means of promotion syndicates. 


A Typical Method of Procedure 


Let us assume that there is in operation an oil boom—that is, great 
activity in that portion of the Stock Exchange devoted to the securities 
of oil companies. Two or three individuals, anxious to make hay while 
the sun shines, procure an option or concession relating to a tract of 
country in the vicinity of some well-known wells. It may be that they 
really do expect to strike oil on this ground; on the other hand, they 
may have no scintilla of evidence that oil is likely to be found there. 
At any rate, they hie them to London, into the offices of some “ financier ” 
to whom they are known, or to whom they have been introduced. The 
latter, satisfied that there is money to be made by means of the flotation 
of a company, forms a syndicate, with a capital, say, of £50,000, divided 
into 50,000 £1 shares: 25,000 shares are allotted to the vendors (i.e. the 
concessionaires, or holders of the option) and 25,000 are divided amongst 
the “ financier ” and his friends. The proportion in which the syndicate’s 
shares are divided between the vendors and the “ financier ” will depend 
upon the degree of the former’s bona fides. If they think they have got 
a good thing, and that the public are going to get something for their 
money, they will want more than a half-share. But half will satisfy 
them if they have mere rubbish to offer. The vendors assign to the 
syndicate their concession or option, or whatever it may be, executing 
a beautiful deed, all nicely engrossed, stamped, and registered at Somerset 
House. Then the “ financier ” sits down and drafts a prospectus. Fer. 
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this purpose, he requires something in the nature of a report by something 
in the nature of an expert. An expert of a certain type can-usually be 
got to write quite a fine report for a thousand or two shares in the pro- 
motion syndicate. The “ financier ” also requires the names of anything 
up to eight or nine directors. He may be relied upon to have three 
or four in stock, and to be capable of getting hold of one or two individuals 
with titles or sundry letters of the alphabet tacked on to their names. 
The less the latter know of company promotion or the production of 
oil, or petroliferous strata, the better he will like them. 

It should be remarked that the paid-up capital of the vendor or 
promotion syndicate may amount to anything from £100 to 2s. All 
or most of the shares are credited as fully-paid. Because the syndicate 
does not want any money, beyond a few shillings for stamps and 
registration fees. 

Among other things (see the writer’s previous article on Prospectuses) 
the prospectus will state that the company is to be formed for the purpose 
of acquiring from the syndicate the option, or concession, or what-not, 
to work oil on the property described by the expert, the consideration 
money payable by the company being, let us say, £30,000 in cash, and 

_ £70,000 in fully-paid shares. The capital of the company we may put 
at £250,000, of which the public is asked to subscribe £150,000 for 150,000 
shares. Add the 70,000 shares to be issued to the vendor syndicate, and 
we have 220,000 shares; the balance of 30,000 being held in reserve 
(perhaps under option to the syndicate for three years at par—such 

` things have been known). 


Issuing the Prospectus and After 

Then the prospectus is issued and advertised (at the expense of the 
company) and if the public is good enough to find the money (£150,000), 
the directors, at their first board meeting, resolve to pay over to the 
promotion syndicate the cash part of the consideration (£30,000) and to 
issue to them the 70,000 shares credited as fully paid as quickly as 
possible. As soon as possible, the syndicate distributes the spoils, and 
agoes into voluntary liquidation. Upon the commencement of the 
liquidation, the Somerset House file of the promotion syndicate (which 
would probably be illuminating to one with thé requisite knowledge 
to understand it, and know what to look for) becomes no longer available 
to the public upon payment of the shilling search fee; it is now only 
accessible to any creditor or contributory (i.e. shareholder) of the 
syndicate itself. The syndicate has no creditors, and we may be quite 
sure that the “ shareholders ” don’t want to see it! . 

Remember who the shareholders are—the “ financier,” the vendors, 
and the “ financier’s ” friends. What they want is to get the syndicate, 
- which has served its turn, duly wound up and interred with the least 
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possible loss of time. Then, later on, when it is found that there is no 
oil underlying the property which the company has acquired, or leased 
under royalty, or whatever may be the tenure of the ground, andsome 
of the shareholders want someone’s blood, the chairman politely points 
out that the directors are really very sorry, but there is no one to go 
for. The directors were made unduly optimistic by the expert’s report ; 
the vendor syndicate has been wound up; perhaps some hard things are 
said about the “financier ’’—although, remember, if he is a clever 
“ financier ” he has not figured in the limelight at all; he was interested 
through that convenient little syndicate, that little will-o’-the-wisp that 
flickered long enough to beckon to the unfortunate investors, to lead 
them up to the treacherous quicksand (i.e. the company), and then 
promptly vanished. If the shareholders really turn nasty, they form 
an organisation among themselves and petition for a compulsory winding 
up, in place of the voluntary winding up, which the directors have 
naturally proposed—with the company’s secretary as liquidator. By 
a compulsory winding up is meant a winding up by the court, with one 
of the official receivers of the companies winding up department as 
liquidator. This will mean that a great many printed forms are filled 
in, several notices will appear in the London Gazette, much printed matter 
will be forwarded to the shareholders (now called contributories), and 
ultimately, the official receiver will issue a report, couched in restrained 
and strictly official phraseology, in which he will let it be understood 
that the behaviour of some of the parties has fallen short of the standard 
contemplated by the framers of the Companies (Consolidation) Act, 
but that it is not considered that any useful purpose would be served 
by the institution of proceedings for misfeasance; and that a first 
and final dividend of 1-073 pence per share will be sent in return for a 
receipt, which must be completed and returned by the intended recipient 
of the dividend before the money can be sent to him. 


Cheaper Money and the Shady Company Promoter 

Let no one imagine that the foregoing is a fantastic representation 
of procedure in connection with promotion by way of the vendor syndicate. 
True it is that, at the present time, investors find available too many 
sound securities, yielding high rates of interest, to bother with highly 
speculative enterprise. In fact, the investing public is passing through 
a period when it is discriminating and critical, However, the writer 
well remembers the South African gold mining boom of 1895-6, and 
the oil and rubber booms of 1909-10, at which times the public entirely 
lost its head and greedily swallowed everything put before it. And he 
confidently believes that with cheaper money and renewed prosperity, 
the shady company promoter will once more seize an opportunity to 
cry his shoddy wares under the very nose of Constable Company Law— 
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unless, that’ is, that officer’s hands are strengthened in certain fairly 
obvious directions. The Companies Acts cry aloud for amendment. 
It is an astonishing fact that a Colonial Act based upon, and in many 
respects identical with, the Companies (Consolidation) Act, contains pro- 
visions which give to investors in that country a degree of protect on 
which considerably exceeds that conferred by the parent Act. 

In conclusion, it may be said that the writer was several years ago 
asked to investigate the facts attending the flotation of a so-called oil 
company of the “ prospectusless ” type. It was foisted upon the public 
by a by no means obscure financial press, and investigation of its share 
register revealed extraordinary ingenuity in getting shares transferred 
to the outside public by means of numerous syndicates and companies 
of a more or less domestic type. Effective investigation in such cases 
is hindered by the fact that whereas a company is compelled by statute 
to allow inspection of its register, the per on inspecting may not make 
notes while the register is being examined. In the case in question, 
drastic proposals were submitted at the next meeting of the company 
for the re-organisation of the board. But the company being obviously 
on its last legs, only a handful of shareholders were in attendance—and 
among them there was none with sufficient public spirit to support 
the motion. It is Jargely the apathy that is usually displayed by the 
disillusioned shareholder that makes the task of the ramp promoter so 
ridiculously easy. 
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exaggerated claims by the votaries of Scientific Management will attract general attention. 





Science and Business 


By OLIVER GOBERT Leroy, LL.D., Agrégé de V Université 


Fallacies of Pseudo-Scientific Management 


A GREAT many writers in America, in Germany, in England and in 
France, but especially in the first two, have been endeavouring, 
and are still endeavouring every day, to prove that an essential condition 
of improvement and efficiency for modern business is the application 
to the operations of industrial and commercial life of the principles 
formulated by the scientist in his laboratory. 

Among the most commonly quoted and the most pressingly urged 
of these practical applications of scientific laws to business, are the 
selection of employees, by means of special tests, time and motion 
study, and the observance of the so-called scientific principles of publicity 
embodying the last results of experimental psychology. 

My aim is not to oppose the efforts of the genuine scientists who 
attempt to put new life into business management by borrowing from 
the laboratory some of its methods or results. The writers or the 
scientists who endeavour to build up a science of industrial and commer- 
cial management, and to substitute exact laws for the haphazard methods 
of empiricism, are putting their hand to a most useful work, and there 
is no doubt that such organisations as the National Institute of Industrial 
Psychology applied to Commerce and Industry are extremely valuable, 
and should be supported in their pioneer work. But, on the other hand, 
it may be good to warn industrial and commercial men against the 
manifest exaggerations of less qualified authors, whose juvenile enthusiasm 
or, may be, too generous admiration for anything American or German, 
is leading to solutions of business problems which are the very reverse 
of scientific. The creation of an organism like the Institute of Industrial 
Psychology may do much to expose the pretensions of the “ fake 
management experts,” and those “ time study experts who,” according 
to Professor Robert Franklin Hoxie, “lack in most respects the ideals 
and the training essential to fit them for the work which they claim 
to be able to do.” } 


The Selection of Employees 

We are told: “Instead of engaging your staff in the random way 
worthy of a shopman of the Dark Ages, you should resort to various 
tests which the scientist has found for yéu in his laboratory. If you 


1 Scientific Management and Labor, by Robert Franklin Hoxie (W. Appleton & Co). e. 
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_ do so, your clerks, your typists, your workmen will be all efficient. You 
will not have to dismiss them on realising after a month’s trial that they 
are ‘no good.’ With the tests, you are sure to hit the bull’s eye point 
blank; you cannot fail to put the right employee on the right job.” 

In my ‘opinion, the diverse tests invented to estimate the professional 
value of a man and his fitness for definite functions, should be used with 
the utmost circumspection. Indeed, a certain indiscriminate and rigid 
use of tests, scientific though it may appear, may be far from consistent 
with the fundamental tenets of genuine science. True science does/not 
consist only in using complicated and exquisitely sensitive apparatus 
to measure and weigh what seemed at first immeasurable and unweigh- 
able, it implies above all an exact and comprehensive estimation of all 
the elements of a given problem. Now, in this problem of selection, 
does it not seem to you that those who blindly believe in tests, in 
measuring reactions of every description, reflexes and the like, consider 
the subject of these tests somewhat like an automaton, and make rather 
light of moral and mental factors which may prove a most- valuable 
asset in otherwise deficient personalities? Indeed, in a truly scientific 
set of tests, the moral elements of the problem should be taken into 
account, and even have a very high co-efficient. 


Salutary Experiences of Educationists 

Some educationists committed the same blunder when they wanted 
to classify children according to the results of tests, ascertaining their 
intellectual capacities with a view to adjusting the teaching to the 
individual idiosyncrasies. Their classification proved unreliable, because 
the tests could not include the measurement of purely moral forces, the 
existence or the lack of which may completely alter the results of an 
experimental estimation. It is the same in business, and the tests 
invented to examine candidates systematically should be resorted to 
with discretion, and especially the moral qualities of a candidate should 
be ascertained by any means available—inquiries, certificates, school 
reports, etc:—and be provided, according to the functions to be fulfilled, 
with a special co-efficient. 


A Practical Illustration 

An instance will illustrate my point of view. Suppose you are 
about to engage a typist and subject two candidates to the suitable 
tests. One of them, A, is revealed by her reflexes as somewhat below 
the average, and is eliminated. B, on the contrary, appears as a first- 
rate subject and is engaged on the spot. Two months later you realise 
that B is far from proving the all-efficient typist you anticipated, and 
this for the simple reason that an irresistible passion for cheap novels 
_ e and new hats precludes in her any interest in the prosy routine of the 
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office. A, on the other hand, engaged by a competitor, whose organisation 
is not so scientific but more sensible of human contingencies, has been 
found the paragon of typists, and makes up for her natural deficiencies 
by a tenacity, love of work, and spirit of method that laboratory tests 
had failed to bring out. 


Time and Motion Study 


Certain writers, often pretty ignorant of the true problems of modern 
industry, have praised with some lack of discrimination the principles 
and methods invented by Taylor, which they complacently include 
under the term “ Scientific Management.” In so doing they have 
been detrimental rather than beneficial to the theories of the American 
engineer. Indeed, these votaries of motion and time study have failed 
to see that in many cases the methodical analysis of tasks is quite a 
secondary matter, not to say a mere waste of time. Such is the case 
in the famous example of the shovelling of pig-iron at Bethlehem works, 
which has been quoted ad nauseam in every language, possibly because 
any incompetent person is able to follow and admire the process without 
racking his brains. Undoubtedly, Taylor’s efforts were successful ; 
he managed to lay down the principles of a science of shovelling, and by 
carrying out these principles he could reduce the number of workmen 
while increasing the quantity of pig-iron handled; but the efficiency 
of the method may be relevantly called in question if we consider that 
some mechanical device, such as a travelling crane or a steam shovel, 
manned by one-or two skilled workmen, would have solved more 
elegantly and economically the problem of the handling of pig-iron. 
Would it not seem futile to analyse minutely the motions of an angler 
and improve the way of striking and landing a fish in order to put down 
the price of fish on extensive markets? Any sensible mind will think 
that the invention of a new drag-net or of an improved type of trawler, 
might occupy more effectively the mind of the expert. 

As a matter of fact, in some industries—among others metallurgy— 
eminent specialists are unanimous in declaring that the quality of 
labour, its strength and skill are rather secondary factors of the efficiency 
of the plant at large. In iron works, for instance, where the cost of 
labour hardly represents one-fifth of the total cost of production, 
technical researches conducted with a view to coal saving, are far more 
worthy the careful attention of experts than some trifling analysis of 
manual labour. 

Of course, my conclusion is not that the modern manufacturer should 
deliberately despise motion and time study when a careful examination 
of the facts has proved that it might help the work in his particular 
line, but that some pseudo-axioms of scientific management are not be to 
believed and carried out blindly. 
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Qualified Claims of Scientific Management 


Genuine American scientists make no secret of the fact that the 
- Claims of scientific management, such as they were expressed by F. W. 
Taylor and his disciples, are far from being vindicated by a+ close 
examination of concrete industrial organisations. We should bear in 
mind that scientific management is not a perfected science. “It is 
in its very infancy,” observes very aptly Professor R. Franklin Hoxie, 
and he adds: ‘‘ Much of the evil of which workers complain in scientific 
management shops is due to attempts to apply these methods indis- 
criminately and arbitrarily to all sorts of industries, under all sorts of 
conditions and to all kind of work. For this Mr. Taylor is to be held 
largely responsible. His experience primarily was that of a machinist 
Paar oa but, being an enthusiast, he proceeded at once to broad 
generalisations based on his machine-shop experience. He believed that 
he had discovered industrial laws and methods of universal applicability. 
And being also an idealist, he failed to distinguish between what might 
be and what is. His pefsonality and his claims fired a relatively large 
following, who, without much understanding of the subtler problems 
involved, proceeded to attempt the universal application of his methods, 
and these have been followed by a less intelligent and less worthy set of 
imitators.” 
Let us not be among the former and let us not be imposed upon 
by the latter. 


Experimental Psychology and Advertising 

Similar remarks can be made regarding the application of psycho- 
logical principles to publicity. Nobody will deny that it may be useful 
for the advertising man to be conversant with some of the great laws 
discovered by qualified psychologists; but here again there are many 
who consciously or not have gone too far in their attempt to raise 
publicity to what they thought to be the dignity of a science. 

I suppose they believed they were doing publicity a great honour 
in dubbing it Science with a capital S; but they were simply the victims 
of a wrong notion of what a science really is. Arithmetic is a science 
and any person who has been endowed by Nature with a normal amount 
of intelligence can master its theory and current practice; but drawing, 
which is an art, demands not only a serious knowledge of the laws of 
perspective, but also a natural genius, the personal gift which is the mark 
of the artist. So is it with publicity. It is obvious that the knowledge 
of definite psychological laws may and must be a precious clue’ to the 
advertising man through the practical difficulties that confront him in 
the daily practice of his art;. but it does not follow that publicity is a 
science and, consequently, may be built up into a co-ordinated and 
. e systematised mass of knowledge. 
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A rigid application of rules will never help anybody to compose 
effective ads. or to illustrate aptly a poster, because the real expert 
is a man who knows, or rather feels, when he should send rules to the 
right about, and of this feeling science does not yield the secret. 


Advertising an Art, not a Science 

Such a statement does not minimise the merit of the advertising 
man, on the contrary. If publicity wasa pure science or even a science 
at all, any person of average ability might gain such mastery of its 
principles as would enable him to carry them out in daily practice ; but 
if it is an art, as my contention is, no amount of work, diligent and dogged 
though it may be, will suffice to achieve this result. Intuition alone 
can feel when laws and formulas must give in or adjust themselves to 
the complexity of living realities. 

The experience of an American expert may be relevantly quoted 
here: “ Back in the days when I first got the notion that I would like 
to learn how to make type do what I wanted,” writes Mr. Benjamin 
Sherbow in his book How to Make Type Work, “ I used to make no 
end of dummy lay-outs..... When I got an effect that I liked, I 
pasted it in my scrap-book for future use. And then I would be eager 
for someone to come along with a piece of advertising copy that I could 
pour into my ready-made mould and so achieve a masterpiece. But 
it almost never happened that way.” 

Just so. ‘It never happens that way,” and that is the reason why 
the great captain is not only he who has mastered the principles of the 
sciences of tactics and strategy, but he who has been granted the flair 
which enables him to extemporise at the last moment a manoeuvre 
adapted to the unforeseen event; the one that always takes place in 
actual life. 

To conclude. I do not think that the modern business man should 
deprive himself of the benefits he may derive from the results of genuine 
science to increase his own efficiency, that of his labour and that of 
his plant ; but it appears to me that he should be chary of trusting too 
blindly or too quickly to methods called scientific, because they weigh 
and measure but which are oftentimes thoroughly unscientific, because 
they show a most naive ignorance of the complexity of business life, 
and of many moral or mental factors which are not only important but 
should be considered preponderant in ‘a sound and comprehensive 


business science. 
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The Loose Leaf Ledger 


By J. S. NEWTH 


A New Scheme for Obviating the Numbering Difficulty 


HERE can be little doubt in the mind of any progressive man of 

business to-day that the loose-leaf ledger has come into its own and 
will remain with us pending the invention of some still better method. 
With mechanical book-keeping and the present immense volume of 
transactions, loose-leaf ledgers have become a necessity. 

Unfortunately, all the methods at present in vogue for numbering 
the sheets of these ledgers are far from satisfactory. There seem to be 
two main methods in use. The first in which the sheets are numbered 
straight through and then new sheets are numbered by means of letters 
added to the number of the sheets preceding them. This is fairly satis- 
factory; it is more or less easy to find a certain sheet required, given only 
the number of it, but it has a serious disadvantage in that as complete 
alphabetic sequence is impossible, an index must be made and kept up. 

The other method is to arrange the sheets in complete alphabetic 
sequence which, of course, abolishes the need for an index, and then 
to disregard the numbering of the sheets altogether. Sometimes, in 
order to have a posting symbol for the folio column of the cash book, the 
numbers of the folios in the old fixed leaf ledgers are put on to the new 
sheets in the loose ledger to which the accounts are carried forward, 
regardless of the fact that they convey no meaning as to numerical 
sequence. 

Either of these ways is bad, both to the book-keeper and to the account- 
ant checking the posting of the ledgers. The accountant is the worse 
sufferer, as the following facts will show. He has considerable difficulty 
in finding his way about in the ledger. Imagine him, suffering under 
the second of the above systems, trying to find J. P. Jones, of Birmingham. 
First, find where Birmingham accounts come, then find the Joneses among 
them and finally, hunt among the Joneses for the one required. All 
this takes considerable time. How much easier it is looking for a number ! 

In addition to this, an accountant can never be sure that all the sheets 
are in the ledger when it is given to him. Under the second system 
particularly, it is the easiest thing in the world for a clerk to remove an 
account which has been juggled with and the hardest thing to find out 
he has done it. Under the other system, where the alphabetic sequence 
is sacrificed, it is easier to Getect the removal of an account, though it 
is feasible that the clerk could remove one of the lettered accounts, 
a, b, c, etc., without its being detected. 
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These two items are very important, particularly to auditors, who 
do not want to waste time and who want to be sure that they have all 
the accounts there should be in the ledger. 


Decimals Solve the Problem 

How are these difficulties to be obviated? The book-keeper wants 
his accounts arranged in exact alphabetical order so that he can do without 
an index. The accountant wants a quick method of finding the sheet 
required and a method by which he can tell at once if any sheet has been 
removed. How can it be done? Decimals. 

By a proper use of decimal places, any loose-leaf ledger can be com- 
pletely numbered so as to allow of the addition of a new sheet, or any 
number of new sheets, without the alphabetic or numerical sequence 
being in any way destroyed. Similarly, if the note of new sheets is 
properly kept, no sheet can be removed from the ledger without its 
removal being detected. 

The method is briefly this—The sheets of the ledger, or section of a 
ledger, are numbered through consecutively without missing any sheets 
or omitting any numbers. The sheets should be numbered 1-0, 2-0, 3-0, 
etc. This is the basis of the work. 

New sheets are added by simply using the decimal point and placing 
before it the number of the sheet next behind which the new sheet is to 
be placed. Any convenient digit can be placed after the decimal point. 
For instance, a new sheet is to be placed between sheets 5-0 and 6-0. 
It should be numbered 5-5; a further new sheet can be numbered 5-2 
or 5:7, according to its alphabetical position. By judicious spacing of 
the numbering of these new ‘sheets at least four times as many new 
sheets can be added as there were old ones standing, without in any way 
interfering with the complete alphabetic sequence. 

But supposing there was a need for a new sheet between 5-5 and 5-6— 
it would be numbered 5-55, a further new one would be 5-53 or 5-58, and 
the scheme could be carried out further still. 

Now, as regards the question of removal of sheets : 

In loose-leaf ledgers there are always periodical index sheets with a 
thumb-index tab at the edge. At the inception of the scheme the num- 
bers of the sheets between this index sheet and the next would be written 
down in columns with as wide a horizontal interval as possible. Then 
new sheets would be simply marked in on the same horizontal line as the 
sheet whose whole number they bore. Thus, 5:5 would be found on a 
level with 5-0 and 7-5 on a level with 7:0. If these index sheets were 
kept up-to-date no sheet at all could be removed without its absence 
being noticeable. It would be best for the head clerk or manager to 
initial the entry of a new sheet on an index sheet, in order to ensure the. 
entry being made. 
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But old, used sheets have to be removed and yet the system must be 
continued. This difficulty can best be met by the head clerk himself 
cancelling the number of the sheet to be removed, on the index sheet, 
and initialling the cancellation. 


General Application of the Scheme 

This scheme, owing to its elasticity, can be applied throughout the 
whole concern: correspondence, registers, files recording trade done 
during set periods and any filing of any kind can be based on this system. 
In fact, it might be advisable to have the whole concern on the same 
numbering, ledgers, correspondence and everything. Then if 9-5 were 
the number of the customer’s sheet in the ledger all his correspondence 
would be found under number 9-5, and the amount of trade done with 
him would be 9-5 in the file. 

This system has its drawbacks undoubtedly, one of the worst being 
probably the hostility with which it would be met by the clerks who 
would have to use it and not see its use, but it is a help on the road and, 
if adopted and maintained with care, would undoubtedly help auditors 
considerably in the execution of their task. 
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traders to take an active part in the present railway rales investigation. 





The Future of ‘Transport 


By Gro. B. LissmNDEN 
Author of ‘‘ Industrial Traffic Management,” elc., etc. 


HE present time is unquestionably the most critical period in the 

history of transport so far as this country is concerned, and for 

that very reason it behoves every business man to pay as much attention 

as possible to the subject. Briefly to review the evolution of the railways 
and the history of traffic legislation is helpful at this point. 


The History of the Railways 

Originally the railways were laid down to provide freer and better 
passage of privately owned vehicles from one town to another than the 
high roads then afforded, but it was very soon discovered impracticable 
to allow all and sundry to propel their own carriages along these rail 
roads, with the result that the railway companies were empowered to 
become owners of passenger coaches and steam engines, and themselves 
act as carrying companies. That naturally saw the end of the old 
stage coaches. 

The practice of carrying merchandise by railway was, of course, 
of subsequent growth, but here again the railway companies were at 
first only “ hauliers ’—that is to say, they began by hauling the loaded 
wagons from one town to another, the work of collecting the goods from 
the senders and loading the railway trucks at the forwarding station 
and, similarly, unloading the vehicles at the destination station and 
delivering the goods to the various consignees in the neighbourhood 
being performed by very old established road carriers—firms like 
Pickfords, and Chaplin & Horn—who possessed their own warehouses 
and offices at the respective ends of the journey. But it was not very 
long before the railway companies obtained possession of these ware- 
houses and offices and established their own “ goods ” stations (it is on 
record, too, that Pickfords actually taught the railway companies how 
to “waybill,” i.e. invoice, their goods) and began to perform all the 
“station ” work themselves. 

Having secured a vast monopoly, the railway companies began to 
deny their obligations and forswear their liabilities, and this led to the 
passage of the Railway and Canal Traffic Act, 1854, which compelled 
the companies to afford “all reasonable facilities for the receiving and 
forwarding and delivering of traffic upon and from the railways ” and 
to accept certain liabilities—to be followed by the Regulation of Railwaye , 
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and Canal Traffic Act, 1873, the title of which is sufficiently indicative 
of its nature. But notwithstanding these Acts chaos followed: there 
was great dissimilarity in the rates charged for the services performed 
and in the treatment meted out to the traders employing the railway 
companies, hence the passage of the Railway and Canal Traffic Act, 
1888, which prescribed inter alia, (1) that a new classification of goods 
and schedule of rates and charges should be brought into being at the 
earliest possible date; (2) prohibited undue preference being given to 
one trader or class of traders; and (3) established the Railway and 
Canal Commission Court and gave the Commissioners jurisdiction to 
hear and determine any dispute between the traders and these railroad 
carriers. 

The railway classification and the schedule of rates and charges 
specified by the Act of 1888 were duly prepared and passed into law in 
the years 1891 and 1892 (practically each of the compamies had a 
separate Act of its own, called the ‘‘ Railway Rates and Charges Order 
Confirmation Act °—some being passed in 1891 and the remainder in 
the year following), and it is this classification (withits corresponding 
schedule of rates and charges) which is at present being revised. But 
how? Well, not in a manner calculated to secure the greatest possible 
benefit for the trading community. This is little to be wondered at 
when you come to consider the real facts of the case, or, rather, it is 
quite understandable if not excusable. 


The Reason of the Present Day Apathy 


You see: on the one hand you have a body of men—comprising the 
directors and managers of the railway companies—whose sole occupation, 
practically all their lives, has been to study the carrying business, and, 
having by various means obtained a powerful monopoly, have seen to 
it that their interests have been amply safeguarded; whereas, on the 
other hand, you have the traders who have given little more than a 
passing thought to the subject of transport. Yes, generally speaking, 
the big employers of the railways, the manufacturers, have been too 
busy perfecting the nature of their products and securing a wide and 
ready sale for them to give any attention to the cheap and effective 
distribution of them—indeed, science has hitherto been devoted almost 
exclusively to the manufacturing, advertising, and selling of the goods— 
with the result that the rallway companies have had things very much 
in their own hands, and it has not been until matters have reached a 
crisis that the traders have taken any action. And then, of course, 
they have usually found themselves hopelessly outclassed. Some day, 
perhaps, all the big business men of this country will realise that transport 
is a very important thing, and appreciate thefact that just as it pays 
- *to employ scientific men on the production sides of their business, so it 
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will prove to be a sound investment—paying a handsome return—to 
engage expert traffic men on the distribution side, so that the goods 
upon the perfection of which so much care has been bestowed, are 
delivered in the best possible way and at the lowest possible cost. 


Responsibility of the Trader 

Meanwhile, history is repeating itself. By order of the Minister of 
Transport an inquiry is being held into the matter of the rates and 
charges for the carriage of goods over the railways of the United Kingdom, 
and recently the railway companies issued a revised classification for 
submission to the Rates Advisory Committee. The traders concerned— 
the whole trading community, that is—have been invited to examine 
this and to give their considered views in regard to it, and whilst many— 
those who from experience realise the importance of the matter—have 
spent a good deal of time and labour in the examination and criticism 
of the document, many more have paid no heed to it. In other words, 
the job has not been tackled as it should have been, ie. with whole- 
hearted and intelligent co-operation so that the utmost good shall accrue, 
and what will very likely happen will be this: the splendid service 
which has been rendered by the hardworking few who have laboured 
long and faithfully to secure redress, will be very largely discounted 
for want of support by those others whom they represent, and, as usual, 
the railway companies will get the best of the bargain. It will be a 
thousand pities if this does come to pass, for it will take many years— 
almost a lifetime, taking history as our guide—to set the matter right. 
It is extremely unfair to sit idly by—as so many are doing to-day—and 
let things drift, and then begin to shriek when an unfair classification or 
inequitable conditions of conveyance have been put on the Statute 
Book. Now is the time to act—when all these matters are, so to 
speak, in the melting pot, not presently when all is said and done. It is 
scarcely believable that although there are ten thousand private siding 
owners in this country, there was no association or combination among 
these to present a well-thought-out uniform case. One would have 
thought that, as the interests of this particular class of trader are in 
* the main identical, they would have got together, compared notes, 
exchanged views and opinions, and agreed to take joint action before 
the Rates Advisory Committee in exactly the same way that the railway 
companies themselves adopt a common policy in most things—as they 
are doing in this very matter, in fact. It is much the better way and 
productive of much more good—as the railway companies know full well ! 


Still Time for Protest f 
Even yet there is time to do a good deal more, and make up the 
leeway. By the time this article appears, all the traders’ ‘‘ Objections ” 
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will have gone in to the Advisory Committee—their objections, that is, 
to the railway companies’ proposals as to the re-classification of the 
different classes of goods for carriage charges purposes—but these have 
still to be considered by the Committee, and they have then to be 
embodied in a report to the Minister of Transport, who must necessarily 
obtain the permission of Parliament before he can direct the railway 
companies to adopt any new and permanent schedule of charges. 

And up to the moment of writing no evidence has been taken in regard 
to the new “Conditions of Conveyance” proposed by the railway 
companies, and no trader—however small he may be—can afford to 
neglect these. Time and again—in this journal and elsewhere—the iniquity 
of some of the present conditions have been pointed out, and most 
traders have at some time or other had experience of the injustice of 
one or the other of these regulations—the claims time limit clause, to 
name only one. How many traders have, during the last few years— 
during what has now become known as the “ tightening up ” period— 
had their claims for the loss of goods conveyed at the company’s risk 
declined because they were not made within the “‘ stipulated period ” ?— 
this notwithstanding the fact that the traders concerned came to look 
upon long transits as the rule rather than the exception. These griev- 
ances can be removed if only those interested—the great body of railway 
traders—will seize the present opportunity to effect the necessary 
alterations. 


The Road Transport Problem 

Take another very pressing matter: the present attempt of the 
railway companies to obtain powers to become road as well as railway 
carriers. We have seen how the railway companies ousted firms like 
Pickfords and Chaplin from the goods stations (and everyone knows 
how the railways have strangled the canals), and now they are apparently 
seeking to push the small private carriers off the road entirely ! This 
matter recently came before the Liverpool Chamber of Commerce, who 
opposed powers being vested in the railways to use the roads for the 
purposes of transport, as, on the one hand, it would kill private enterprise 
on the roads, while, if given these powers, the railway companies would 
deprive the nation of a necessary means of road transport in the event 
of a railway strike. It was pointed out, in the course of interchange of 
views, that a railway strike would enable the railway employees to hold 
up road traffic as well as the railways if road transport were granted to 
them—and one has only to think for a moment of the last railway strike 
and to remember how much we were dependent upon steam and motor, 
i.e. road, haulage for our supply of food-stuffs to realise that the decision 
of the Liverpool Chamber of Commerce hereon was a wise and proper one. 
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Paramount Importance of Transport 


As things stand to-day, the future of transport—which is so vital to 
the interests of this country—is very uncertain. To say that transport 
is one of the most important things which the business man of to-day 
has to consider is saying much, but the statement is made deliberately 
and without fear of contradiction. To devote attention wholly and 
solely to the production of a perfect product and then to leave the 
distribution of it to an outsider is obviously to defeat your own end: 
what you are gaining in one way you are losing in another—in excessive 
carriage charges, losses through damage and pilferage, and in a variety 
of other ways all too well known to need enumeration. That is why 
one must get down to these things, and that is why—to sum the matter 
up in a few words—everyone must be up and doing. 


a 





‘About Carsdale 


JE you resigned to-morrow would you be re-elected ? If so, why so? If not, 
why not? One man bearing the title of export manager recently boasted : 
“Tf I should resign to-morrow they’d have no export sales in a year.” A sorry 
boast. If he were a good export manager his export sales would survive far greater 
shocks. The man who works for an enterprise that permits him to carry itscexport 
sales in his pockets works for a firm foredoomed to ultimate failure. The indi- 
vidual business is but a unit in the world of business. . . . If any individual in 
business is removed, his business, if it is a real business, goes on. 

Think carefully. Then write out the reasons why you deserve to be re-elected 
if you resigned. Then tear up the paper and try to build up a list of honest-to- 
goodness reasons. 

“ I can’t afford to lose Carsdale,” said the president of an Ohio enterprise, 
“ because if he left all would go along smoothly. Then I might hire a man whose 
departure would leave odd ends everywhere. So I'll just raise Carsdale a couple 
of thousand and keep him.” —The World’s Markets. 
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The Financing of Commerce 


By A. G. Svea 
Of the London County Westminster & Parra Bank, Lid. 


5. The Banker as a Lender 


HE banker’s normal business easily divides itself into three or four 

main divisions, but it will be generally agreed that the lending part 

has always formed the primary object of the banker’s existence, and has 

assumed even greater proportions in recent times since large sums of 

money have been in such great demand for the furthering of the world’s 
commerce. 

The earliest public bank, The Bank of Venice, was founded in A.D. 
1157, for the purpose of raising from individuals money to be lent to the 
State. The Bank of England, by making repeated loans to the Govern- 
ment, always for a consideration, increased its power and privileges, 
and in spite of the monopoly which it tried so vigorously to preserve, 
it must be admitted that its early existence and the power it gained made 
largely for the benefit of the country in general. 

In earlier days loans had been made by the goldsmiths’ companies 
against the security of jewellery and plate deposited with them. These 
deposits were none too safe, not only because of the common burglar, 
but such wealth was a great attraction to the covetous eyes of needy 
kings. King John easily found excuses for borrowing what were, in 
those days, very large sums from the Jewish goldsmiths, while even as 
recently as the days of Charles J, £200,000 was seized, and although it 
was optimistically termed a loan it was very doubtful whether the forced 
lenders ever saw any of it back. 

It is easy to see that the introduction of properly constituted banking 
institutions placed the deposits of money and valuables on a very different 
footing, and the growth of their lending departments was extremely 
rapid. H i 


Irrigation of Trade 

A small trader, country doctor, or a suburban shop-keeper possesses 
bank balances, relatively small, and very little use can be made of their 
deposits of £50-—or £100—but when a bank collects together these small 
items from all over the countryside, the sum total is a vast amount, 
and the inspection of many recently issued bank balance sheets will 
show current and deposit accounts amounting to over £300,000,000. 
Now this is a sum which can be used with the utmost benefit to commerce, 
either in England or any part of the world. The little streams and brook- 
lets are gathered together ‘and unite with many tributaries from all 
sources until we have a mighty river, which, in turn, by means of carefully 
placed channels, irrigates and makes fertile the most barren lands. 
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Restricted Credit 

It may be well to mention en passani that the oft-repeated assertion 
that the banks have during the last year restricted the credit afforded 
to the public, is,daily refuted by the actual figures which bankers are 
publishing both here and abroad. They are lending every penny avail- 
able, but because their security largely consisted of commercial stock 
and commodities the slump in prices made them far more careful in their 
enquiries. Apparently some old, well-established and sound concerns 
found themselves short of money, and unable to meet their obligations, 
because the consumer would not buy their high-priced stock. Expendi- 
ture must go on, and the only way to meet daily expenses was to sell 
out stocks for whatever they would realise, which meant a large loss. 
Exactly the same conditions prevailed on the Stock and Share markets. 
The banker, then, who had advanced money to purchase goods at the 
high prices of last year’s boom, had it impressed upon him very forcibly 
that when buyers held off and prices slumped, the security was woefully 
diminished, and when one or two firms stopped payment, the banker was 
invariably the chief sufferer. It is not surprising, therefore, that he 
reduced the advance in percentage of estimated value of the proposed 
security in order to allow for a larger marginal drop. It is true that he 
refused to grant credits for schemes which years ago would have passed 
without hesitation, but once bitten he learned by experience that the. 
shyness of the consumer, and the scarcity of ready money, caused many 
an apparently sound buying contract to be repudiated. The more his 
customers pressed for loans or credits, the more he had to discriminate 
between the wild cat, ‘ hope it will come off ” schemes, and the genuine 
cases where his help was of real benefit and the advance recoverable, 
I endeavoured to enumerate in my last articles the banker’s facilities 
at the disposal of the trader, and in what way they could be employed 
to the best advantage, avoiding loss of interest, loss of exchange, and so 
on, and in most instances, whether negotiating or accepting bills, or 
opening credits, it was patent that the banker has to finance the trans- 
action for some length of time, trusting to his customer to recoup him 
later. Now what combination of circumstances will induce a banker to 
make a required advance ? 


Various Forms of Security 
There is nothing to be compared with a substantial current account. 
It creates a permanent sense of good commercial standing, showing that 
the customer is able to finance his own business. The fortunate possessor 
will have little difficulty in obtaining full use of all the banker’s facilities, 
but as we are writing with the object of explaining to the man who has 
not the wherewithal to pay cash down for his purchase, how he can 
persuade his banker to grant the necessary accommodation, we will passe . 
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on to consider other means of gaining the same end. Many firms in 
times of prosperity invested surplus funds in shares, perhaps in kindred 
concerns with whom they had interests in common, or very possibly 
in Government War Loan, and these securities can be very easily deposited 
with the banker until an advance is repaid. 

Various formalities attend the handing over in order to put the banker 

‘in the position of realising his pieces of paper into something tangible, 
should it become necessary. A letter of hypothecation is given by the 
borrower in which he assigns to the banker the shares detailed, and agrees 
that should he be unable to repay the loan when called upon to do so, 
the banker, after giving due notice in writing and allowing a few days’ 
grace, has the right to sell them. Should the amount realised by the sale 
not cover the advance made, the banker has no other course but to sue 
for the difference still due to him, but if he knows his business thoroughly, 
he will call upon his customer to make deposits of cash should the value 
of the shares fall below the amount advanced by him. The usual form 
of letter of hypothecation contains the clause in which the customer 
agrees to maintain this margin should the current market price of his 
securities fall. A compulsory sale should leave a balance of cash in 
hand, which, after deducting interest and commission, is returnable to the 
borrower. 

Stock that has been registered in the name of the buyer in the books 
of the company, when used as a banker’s security must be accompanied 
by a transfer form, signed by the holders, but leaving blank the name of 
the buyer. That will be filled in by the banker in the event of a forced 
sale. The hypothecation of inscribed stock necessitates an entry in the 
books of the registrar. The intended borrower must formally transfer 
the stock into the name of the banker or his nominees. . 

Bearer Bonds or American Railway Certificates can be sold by the 
holder without the necessity of any transference in the books of thé com- 
pany, but it is usual to take a letter of hypothecation. The banker then 
can safely advance money against the security of stocks and shares, 
providing he safeguards himself on the following points—that they are 
issued by a sound and prosperous company, and not liable to sudden 
great depreciation, and are readily saleable in the market. 


Advance Against Produce 

The method of making advances most frequently adopted by bankers 
is against commercial products, and it is the principal underlying support 
on which a vast trade is based. It is most frequently made use of by 
merchants because, apart from the fact that they may not possess the 
current account or securities*mentioned in the above paragraphs, it is 
primarily a definite consignment of goods that the banker is asked to pay 

for, reimbursing himself when the corresponding sale has been effected. 
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Now an exporter ships goods to a distant country and is asked to give 
long credit. He is prepared to lose interest, but he cannot afford to wait 
thirty, sixty, or even ninety days for his money; moreover, he can immedi- 
ately employ cash more profitably in buying afresh, that is, repeating 
the same transaction. The draft drawn on the buyer is handed to his 
banker, who either buys it outright for its full face value, less an allowance 
for loss of interest up to the maturity date, or more probably advances 
a proportion of its value agreeing to settle up the difference when payment 
has been received. Now the banker’s security, apart from the good name 
of his customer, can only be the shipping documents attached to the draft, 
and it is his business to make sure that the documents are complete and 
are drawn up in such a manner that he can sell the goods represented by 
them should he not be able to obtain payment from the buyer, or refund 
of his advance from the seller. The insurance must adequately cover 
the value of the goods and the cost of the freight, and also the risks 
usual to the particular commodity. The Bills of Lading must be made 
out in the name of the banker, or endorsed over to him by the shipper 
or endorsed by the shipper in blank, so that the banker can pass on the 
title to the goods to his agent at the port of discharge, supposing he 
should have to give instructions to sell. Frequently a letter of hypothe- 
cation is also taken, agreeing that the banker may sell the goods after 
giving due warning if he is unable to obtain reimbursement of his advance. 
Where much business is done for one customer, a letter of hypothecation 
signed in blank would serve, permitting the banker to fill in particulars 
of goods should the necessity arise. 


Acceptances. 

The banker’s name and resources are equally in demand, for the 
financing of imports and the volume of bills drawn on England that are 
carried over for a short period by bankers and accepting houses is very 
great. The practice ruling in the Liverpool cotton market is sufficiently 
general and large for the purpose of illustrating how traders obtain ad- 
vances from the bankers under this heading. The cotton is gathered 
together in the Southern States of America by local agents. The final 
collector at the port of shipment receives the railroad Bill of Lading, 
loads a boat for Liverpool, and obtains ocean Bills of Lading in exchange. 
A draft, to which is attached the Bill of Lading and insurance policies is 
drawn on a Liverpool banker, and negotiated by a New Orleans, Galveston, 
or Louisiana banker. Even if no credit has been established there a 
considerable proportion will be advanced on the good name of an old- 
established firm in addition to the possession of the documents. Then, 
because the Southern bankers have not sufficient funds to finance the 
whole of the cotton crop, they discount the draft in the Northern banking 
centres, New York, Philadelphia, Chicago. These, in turn, send the e. 
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draft to their Liverpool agents and the documents are finally handed 
over to our banker against his acceptance of the draft. He binds himself 
to pay the full face value of the draft in, we will suppose, ninety days, and 
against that he holds a Bill of Lading for so many bales of cotton on a 
steamer soon to arrive in port. This Bill of Lading must be to his order, 
or endorsed in such a manner as to make it possible for him to have the 
cotton taken off the steamer and warehoused still in his name. A ware- 
house receipt takes the place of the Bill of Lading, as a document of title, 
and is held by the banker until the cotton is sold, perhaps in small lots, 
the buyers taking possession by means of delivery orders. The payments 
they give the banker in exchange are held by him against the day when 
he is called upon to meet his acceptance, and in normal times ninety 
days will be ample in which to dispose of the consignment, and in fact 
permit the bill to be rebated before the maturity date. It is not to be 
imagined that the banker himself warehouses and insures the goods, 
runs round the town searching for buyers, issues inspection orders, 
sampling and delivering orders, and attends to the numerous details of a 
trader’s every-day life. His staff and time are insufficient and such work 
had far better be left to a cotton broker, whose business it is, and who 
is more suitable and trustworthy than the customer whom he first under- 
took to finance. So it usually happens that the banker hands over 
the documents to his customer in trust to enable the warehousing and 
sale to be carried out. 


Documentary Credits 
The negotiation of sterling drafts on English buyers is obviously 
closely related to the opening of documentary credits, the only essential 
difference being the measure of security afforded to the shipper in a 
foreign port by the banker’s letter of advice. Whether the credit is 
. opened in this country and advised direct, or opened by the banker’s 
correspondent in the town of the shipper, the necessity of making an 
advance for some length of time is the same. According to his financial 
capabilities the buyer reimburses the banker for the amount paid to the 
beneficiary of the credit, either immediately the documents are received 
and handed to him, or in various ways he arranges that the banker shall 
run the advance for a period during which the goods can be sold. The 
procedure is simple. Under a credit opened abroad in currency foreign 
money is paid away from the banker’s account, and at some later moment 
the same amount has to be bought to replace it. This could be done by 
the banker at once, continuing the loan for the sterling equivalent. A 
trader with a speculative turn of mind might wait for a rise in the exchange, 
so that the decreased cost of the foreign money will counterbalance the 
charge of interest which the banker must make, but this arrangement will 
. œ not altogether commend itself to the banker without adequate securities. 
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Forward Contracts 

A degree of security is afforded the banker by the entry into a forward 
contract with his customer for the sale to him of the currency required 
at some future date. It was explained in a previous article on Foreign 
Exchange that a banker, when involving himself in a forward sale to 
a customer, at the same moment undertakes a purchase so that one will 
cover the other. Should the customer then not be able to take delivery 
of and pay for the currency disbursed, the banker’s forward purchase 
eventually comes to hand, and he finds himself in possession of approxi- 
mately the same amount of foreign money as his agents have paid to the 
beneficiary ; he is not likely, therefore, to suffer much loss. 


Sterling Credits 

Documentary credits opened in sterling present much the same 
features as the sterling acceptance for which we cited the Liverpool 
cotton market as a general example. The banker binds himself to honour 
drafts negotiated by his agent abroad, and has to fulfil that guarantee 
whether his customer is able to meet the debit or not. The necessity of 
obtaining adequate security before opening such a credit is equally 
apparent. 


Discount Market 
Another large item on a bank balance sheet is discounts. Bills are 
drawn at long tenor by traders on their buyers for debts due and accepted. 
Such a bill is a negotiable instrument and although full payment of it 
cannot be demanded until the maturity date, it has a value at any time 
during its currency and can be sold to a banker or in the discount market. 
The banker lends his surplus balance to a broker, who uses the money 
borrowed to discount trade bills, or the holder of the bill goes direct 
tothe banker. There is no tangible security attached to these documents, 
such as a Bill of Lading, and although traders’ bills usually represent 
payment for actual goods bought, there are a number of accommodation 
bills or “ Kites” which are floated on the market by large houses 
-temporarily in need of immediate cash or even by impoverished Govern- 
ments. The banker buys them in good faith, more or less entirely on the 
reputation of the names on the bill. The drawer, acceptor, and possible 
endorsers all have a bearing on the banker’s decision to discount or not. 


Mortgages, Land, etc. 

Advances against immobile property, houses, factories, machinery, 
and even life policies, are undertaken by bankers, but they are not 
favoured because they do not fulfil the ideakof a loan, namely—liquidness, 
easily realisable into cash. They necessitate an expert valuation, a 
solicitor’s examination of the deeds of title, perhaps the drawing up of ae 
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mortgage agreement. Machinery and plant must be taken at a value 
much written down for depreciation ; factories and mines might have 
a restricted sale owing to their specialised working capacity. 


Unsecured Advances 

A banker is hardly likely to make an advance which is totally un- 
secured, but he does frequently allow overdrafts or grant loans which 
are not directly covered by a deposit of securities either of shares or 
produce. A limited liability company, for instance, obtains accommoda- 
tion from its bankers by the issue of debentures, often coupled with the 
directors’ personal guarantees. The latter are not likely to bind them- 
selves if the loan is not a sound proposition, and the shareholders will 
spur them on to relieve the company of a contingent liability. The 
production of a satisfactory balance sheet will often persuade a banker 
to grant an advance. Assets are perhaps locked up in bills receivable, 
investments, buildings, goodwill, etc., and to avoid the realisation of 
such items at a loss, after a strict investigation of both assets and liabilities, 
the banker may safely lend an amount of approximately one-third of 
the surplus and so tide over a temporary stringency. 

In spite of what many bank managers would say to the contrary, 
I do believe that the personal character of a would-be borrower has 
considerable bearing on the decision arrived at, whether he goes away 
with what he has asked for, or a refusal. We all instinctively sum up 
those we meet in our business transactions, and the banker adds to instinct 
years of experience. He quickly strikes a balance between straight- 
forward, open demeanour, and shuffling round the point, a well-worked- 
out, cut and dried proposition and vague wandering hesitancy. The 
personality of a hardworking, energetic customer, who shows that he 
knows his business thoroughly, would weigh heavily with a branch 
manager, but it is sometimes a little unfortunate, perhaps, that only the 
bare unalterable figures are transferred for the cold judgment of head 
offices. 
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- A graphic description by the organiser of a remarkably successful experiment at 
Willesden in the solution of the Unemployment Problem. 
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Giving Employers What They Want 


By FBEDE., E. JOHNSON 
Egæecwtive Officer, Willesden Choice of Employment Department 


The Only Sane Remedy for Unemployment 


a LAD of 15 becomes a Foreman in Willesden.” ‘The simple 

statement startles the average reader. “ He must be a prodigy,” 
says one. ‘‘ A Super-boy,”’ says a well-known daily newspaper. He 
happens to be quite an ordinary boy, trained in an ordinary elementary 
school. What is the explanation ? 

He simply happens to have his head screwed on the right way. He 
listened to a business man’s advice and applied it to the service of his 
employer. His directors recognised merit and rewarded it in a practical 
manner. There are other boys in Willesden and out of it who have 
followed the same road. Some have already reaped the reward of 
thoroughness. Some are just beginning to learn that it pays to do 
their best. 

The “ 15-year old Foreman” left school just before the human 
experiment in Willesden began its work. Like most boys to-day, he 
“ thought he would like to be an engineer.” By the old haphazard and 
happy-go-lucky road he applied at the yard gate and was taken on.. 
He didn’t like it. He gave it up. Someone said to him “ Why don’t 
you try that new office—the Education Committee’s Labour Bureau ” ? 
He did so. A human business man talked to him, studied him, fanned 
the dim spark of ambition in him into a flame, and sent him with a 
six-lined personal letter of recommendation to a factory director who 
wanted “an office boy.” How the combination of boy, parents, 
director, and understanding business man, working together, created 
a useful foreman out of that human material, is the bed-rock foundation 
of the nearest approach to a remedy for Unemployment. 

What was the evolution of this experiment? A strange sequence 
of experiences brought together an Education Committee, who decided 
to exercise their powers under the Choice of Employment Act, 1910, 
and the former Clerk to the Central (Unemployment) Body for London. 
That body, as many employers will remember, was the Government’s 
“ Whipping-boy ” in 1905 and onwards, doomed to carry the burden of 
Distress Committees, Labour Exchanges, Farm and Labour Colonies, 
Workrooms for Women; Emigration, etc., under a series of regulations 
designed to make it impossible to do anything permanently beneficial 
for the unemployed. They were allowed to give a “ dole” of more ore 
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less useful work for a limited period to a limited number ofmen and 
women, and to pay out a limited amount of money for the services so 
rendered. On the Labour Exchange side they took over existing Labour 
Bureaux (except Westminster) and set up others, together with a Central 
Clearing House. Local Advisory Committees of employers, employed and 
representatives of municipal authorities, were set up to watch the 
working of the Exchanges. 

With the policy I had nothing to do. In administration, these things 
were done— 

(1)-Men were put to work in 12 hours from the time work was 
approved instead of several weeks of circumlocution and “ red tape.” 

(2) Men and women were dealt with humanly yet sensibly.. 

{(3) Supplies were dealt with under tender and contract, and contracts 
were strictly enforced. One contractor probably still retains vivid 
memories of this. 

(4) The emigrants to the British Colonies (nearly 10,000 under my 
regime) repaid under a scheme of personal undertakings a very consider- 
able percentage of the cost of sending them out, retaining their self- 
reliance and pride of self-support, instead of leaning on the State, and 
enabling others to have a similar chance. 

(5) Labour Exchanges were run with one manager at {2 10s. per 
week, and one junior at 15s. to 27s. 6d. a week. To obtain a third 
officer an Exchange had to show exceptional reasons. 


Common Sense Reasons Applied 


When those Labour Exchanges were annexed by the Government 
as part of the giant network of National Exchanges, I cut down working 
cost of the remaining unemployed machinery and passed to the business 
world. 

Here the common sense lessons of Employment Exchange muddles 
were applied. The contrast was remarkable. 

Employers wanted thorough, skilled workers. The Office I organised 
said to the boy or young man “ You want to be so and so. The road to 
that is so and so. Set about it in earnest. When you reach so and so 
I'll recommend you to an employer. Keep in touch and, as you fit 
yourself, ll help you higher. Come or write to me in any difficulties. 
TIl show you how to tackle them.” They climbed “p a ladder. 

The State method was down the ladder. Boys left school with a 
smattering of many subjects and a mastery of none. The Labour 
Exchange had two lucky bags: (a) jobs; (6) workers. A flapper dipped. 
into both and tied boy ané& job with red tape—“ situation filled.” If 
job didn’t fit boy or boy didn’t suit job they snapped the tape and each 

had another “lucky dip:’’ The inevitable consequence was—downwards. 
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“Blind Alley,” untrained, unskilled, casual, unemployed, and, finally, 
“unemployable.” 

“A fence at the top of the cliff is better than a State ambulance at 
the bottom.” Launching boyhood with rudder, chart, and compass at 
the source of the river of industry is better business than erecting State 
dams at the mouth of the river to arrest and patch up human flotsam 
and jetsam. 

For nearly four years industry was supplied with many thousands 
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of trained workers yearly ; 12,000 employers co-operated. An employer 
in Birmingham asking me in London for a specialist knew forthwith 
whether his specialist was in the radius of Birmingham or the nearest 
spot from whence he could obtain that specialist. He could get his man 
forthwith, he could rely upon his man because he had with him a business 
man’s recommendation which stated facts. He was never troubled 
with what he didn’t want. 

By comparison, two business men and I walked into a Labour 
Exchange Divisional Office in 1913. While waiting to see a man whom 
we never actually did see, we picked up some sheets from the floor, 
which had fallen from bundles of similar sheets. They were ‘‘ Vacancies 
unfilled in the... .. area for the period. .°..... ” They were to be 
circulated to Exchanges in the Division ‘ when there was time.” My 
Birmingham employer, for instance, might be the lucky possessor of 
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news: ofa possible manin... . town on a date umpteen weeks after a 
business man had supplied his wants. : PR ae, 

It is doubtless unnecessary for me to add that such experience was _ 
rejected on several occasions by each of the Government Departments © 
handling these problems. Incidentally, although the only Parliamentary 
authority for dealing with juveniles in matters of employment was granted 
to Education Authorities, and although Mr. Churchill told Parliament 
they did not intend to give Labour Exchanges “the prime work of 
placing young people in employment,” you will find in many Labour 
Exchanges complete and separate machinery for dealing with juveniles 
even where the education authority has itself undertaken its functions. 


Juvenile Labour Supply in the Melting Pot 


During all this time Juvenile Labour Supply was in the Melting. 
Pot. Education Committees and Labour Exchanges struggled for the 
control of the placing of the children in employment. 

From 1906 to the present time I have been privately helping many 
hundreds of working boys yearly to enter their right careers and to become 
skilled men. It has cost me about £8 per annum, postage. It has cost 
the rates and taxes nothing. It has cost working boyhood the price of 
a postage stamp whenever a boy wrote to me. 

Space forbids more than two examples— 

(1) A working mother wrote me in Camp from a home in Clapham. I had 
started her first boy. Her second boy wanted to be an engineer. She went 
through Labour Exchange and Juvenile Advisory Committee, to be offered a 
boy messengership. This in 1917, when one Premier had been turned out for 


shortage of shells and another was crying out for them. I sent the boy to an 
engineering firm near his home, where he helped to make shells and afterwards 


went on with his chosen trade. 
(2) T. C. Ball, a 16-year old Scout in St. Austell, Cornwall, wanted to be an 


electrical engineer just over five years ago. He was then an office boy. He was 
brought to London and put in the Test Room of an electrical engineering firm. 
After two years he joined up—London Electrical Engineers. Out of the Army, 
he came to me. Another Works Manager started him at £3 5s. a week, He made 
rapid progress. A few days ago another firm asked for him and he was released. 
He now has in wages and allowances about £6 10s. a week. 


That Experience Applied To-day 

Those boys were dealt with by a business man in correspondence 
only. The same methods apply to-day in Willesden, except that the 
boy leaving school or the older boy out of work sees me personally. 
He is given a chance in his right career—introduced to the right employer. 
He is taught to be a thorough worker. Employers are won into taking 
an interest in him while he is taught the horse sense of taking a sound © 
interest in his employer’s business. Periodically from directors who 


=> ce understand we receive progress reports on the boys. If progress is- 
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good, we do not forget to commend. If progress is poor, if time-keeping 
is irregular, the boy is not instantly discharged but allowed reasonable 
time to improve, during which period we talk over his difficulties and 
put him straight. Theresult is seen in the words of firms, locally and in 
the City, such as these from a well-known Engineering Corporation with 
wide interests: “ I am very pleased to be able to tell you that both lads 
are shaping very well. In fact, we look upon them both as promising - 
members of our staff.” 

The method is simple, too simple for the “ Powers that be.” The 
boy is given comradeship and common sense in the moulding of his career 
and character. Employers are well satisfied with the results. Parents 
are grateful. The boy—a future citizen, remember—starts climbing. 

The employer’s harassing problem to-day is how to get thorough, willing - 
workers. If he is near enough to Willesden he will now know where 
he can get what he wants. Even if he isn’t, it may be possible to help 
him to obtain what he wants. If the raw office boy in his Cornish fishing 
village can be made into a worker of such calibre that firms are willing 
to pay top wages for him at a time when all our talk is of “ reducing 
staff and wages,” it is always possible that, amongst the wide circle of 
men and boys in earnest who keep closely in touch with a useful friend, 
there may be just the employee for whom the business man has been 
vainly searching through orthodox channels. 
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Capital Issues 
” By J. Srooxmr, F.0.18. 


Roo of newspapers will have noticed that there are fashions 
in prospectuses; at one period a particular type of preference share, 
at another a convertible debenture or some other form of security is in 
favour. At the present day short dated income notes are popular. 

When a Company is taking a decision as to the mode in which new 
capital will be raised, a number of considerations have to be taken into 
account. 


Preference Shares 


In the case of a proposed issue of Preference Shares, attention should 
be directed to the following matters— 

(a) Are the Shares to be cumulative or non-cumulative ? 

(b) What is to be the duration of the preferential rights ? 

(c) What rights are holders to have to share in surplus profits ? 

(d) What are the provisions of the Articles of Association in relation 
to the Reserve Fund ? 

(e) What are the shareholders’ rights in a Winding-up ? 

(f) Are the shares to be entitled to a cumulative dividend, in other 
words, if the profits are not sufficient in any year to pay the preference 
dividend, is the deficiency to be carried forward as a charge against 
subsequent years ? 

If the dividend is Kaeo the dividend payable as regards 
each year must be paid out of the profits of that particular year only. 

In the case of a non-cumulative preference share, each year must 
be treated as a separate venture. 

Shares created with a preferential dividend per annum are cumulative, 
though the word is not used. (Webb v. Earle.) 


Duration of Preferential Rights 


Another matter to be considered must be whether the preferential 
rights are to be permanently attached or are to cease at a given time or 
on the happening of a particular event. 

The capital of a Company engaged in a more or less speculative ven- 
ture is sometimes raised by the issue of preference shares on terms which 
entitle them to a cumulative preference dividend at a certain rate per 
cent and to the whole of the surplus, or sometimes to a percentage of 

the surplus profits after satisfying such preferential dividend until the 
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aggregate dividends paid out of surplus profits equal the amount of the 
paid up capital. Thereafter the preference shares cease to have 
a preference, but are entitled to a fixed percentage of the profits, the 
ordinary shares taking the balance. 

In a Company formed recently the preference shares conferred the 
right to a fixed non-cumulative preferential dividend at the rate of 
10 per cent per annum. 

After the payment of the preference dividend one-fifth of the surplus 
profit each year was to be placed to a separate fund out of which further 
. dividends, free of income tax, were to be paid to the preference shares. 
until the aggregate amount of such further dividends, free of income tax, 
was equal to the amount paid on the preference shares; thereafter the 
preference shares were only to be entitled to a 10 per cent per annum 
non-cumulative preferential dividend. 


Reserve Fund 


A point which should not be overlooked when Directors are con- 
sidering the rights to be attached to a class of shares is whether the 
holders of the shares are to be entitled to a dividend out of profits made 
before carrying anything to reserve or only after carrying to reserve 
what the Directors may think fit. 

Articles of Association sometimes contain a clause to the following 
effect— 

“The Directors may before recommending any dividends, whether 
preferential or otherwise, carry to reserve out of the profits of the 
“Company such sum as they think proper.” 

In Fisher v. Black & White Publishing Co. (1901) it was held that the 
words ‘‘ profits available for dividend’’ meant the net profits after 
deducting all sums properly deducted by the Directors before arriving 
at the amount payable for dividend, including provision for reserve 
fund. 


Participating Preference Shares 


Numerous prospectuses of late have offered preference shares con- 

ferring a right to share in surplus profits. Participating Preference 
Shares are at the present time attractive to many investors, who wish, 
whilst obtaining a priority over the ordinary shares in respect of dividend, 
to be afforded an opportunity to share in exceptional profits of good 
years. 
Such shares commonly confer the right to a cumulative preference 
dividend at a fixed rate per cent per annum on the capital paid up thereon, 
and the right whenever the surplus profits are more than sufficient to 
pay a dividend at a given rate per cent. to participate rateably with 
the holders of the ordinary shares. 
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Voting Rights . 

The importance of defining the voting rights of the various classes 
of shares in any scheme of capitalisation is obvious. Sometimes one 
class of share is given no vote or the rights of voting may be confined 
to certain cases such as the sanctioning of a sale of the undertaking 
or “ where the proposition to be submitted to the meeting directly affects 
the rights and privileges of the holders or the dividend thereon is in 
arrear for more than three months.” 


Rights in a Winding-up 

Very careful consideration must be given to the rights attaching to 
shares in a winding-up. Are the shares in a winding-up to be entitled 
to arrears of dividend whether declared or not ? Are they to be entitled 
to a return of paid up capital before other classes of shares? The rights 
of the holders to participate in any surplus assets after the paid up capital 
on ordinary and preference shares has been distributed should be settled. 
Sometimes preference shares are given a limited right to share in surplus 
assets, but when preference shares are not given a preference in winding-up, 
and in the absence of special provision, the surplus assets would be 
distributable in.a winding-up amongst the members in proportion to 
the shares held by them of either class. (Birch v. Cropper.) 


Income Notes 

In the expectation that the rates of interest on capital may be lower 
in a few years time, numbers of Companies have raised loans on short- 
dated securities. Income Notes are issued payable usually at a premium 
at the end of 7, 8 or 10 years: usually there is an undertaking that while 
any portion of the notes or any interest thereon remain outstanding 
and unpaid, the Company may not create any mortgage or charge on its 
undertaking or make any issue of debentures having priority over or ranking 
part passu with the issue without either the previous sanction in writing 
of the holders of three-quarters in value of the outstanding notes or the 
passing of an extraordinary resolution at a meeting of holders of the 
Income Notes. The interest is in the ordinary way payable whether 
profits are being earned or not, but sometimes the Income Notes give a 
right to interest as a first charge on and payable only out of the net 
profit available for distribution as certified by the Auditors of the Company. 

In order to render Income Notes more attractive, holders are given 
a right of conversion into shares. ` If such a right is given the Company 
should create sufficient shares to satisfy all possible demands for con- 
version, asit would seem that a contract to allot shares can only be ordered 
by the Courts to be specifically performed to the extent to which the 
Company has shares created but unallotted available to satisfy it. 
(Ferguson v. Wilson.) 
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If a right of conversion into shares pound for pound is given, the 
Income Notes must not be issued below par, as otherwise the shares 
issued in exchange would be issued at a discount, and it is illegal to issue 
shares at a discount. (Mosely v. Koffyfontein Mines.) 

It may be provided that notes converted into shares are to reduce 
the number to be redeemed by drawings. 


Mortgage Debentures 


Another way of raising capital is by the creation of Mortgage 
Debentures. 

The Debentures may be registered, registered with interest coupons to 
bearer, to bearer, or registered with right of exchange into the bearer form. 

Provisions may be made for redemption at a fixed date or in accor- 
dance with drawings or on the happening of a particular event, such as 
nétice by the Company of redemption. 

The interest is usually paid unconditionally, but provision may be 
made for interest only being paid out of profits. The conditions of issue 
may give the right to any holder on giving notice to the Company to 
exchange his debentures at par into fully-paid shares. 

Debenture Stock may be secured in favour of trustees by means of 
a specific mortgage on the Company’s fixed assets, and a floating charge 
on the remaining assets and undertakings of the Company. Frequently 
debentures are secured by a floating charge on the Company’s under- 
taking, and all its property present and future including uncalled capital. 

The distinction between a specific charge and a floating charge was 
well stated by Lord Macnaghten, in the House of Lords in Illingworth 
v. Houldsworth, 1904— 

“A specific charge, I think, is one that without more fastens on 
ascertained and definite property, or property capable of being ascertained 
and defined; a floating charge, on the other hand, isambulatory and shifting 
in its nature, hovering over, and so to speak, floating with the property 
which it is intended to affect until some event occurs or some act is done 
which causes it to settle and fasten on the subject of the charge within 
its reach and grasp.” 

It is common practice to give power to a specified majority of the 
holders to sanction certain modifications of the rights of the holders as 
a body, and the power is usually exercisable by a resolution at a General 
Meeting passed by a specified majority or sometimes it is provided that 
if an agreement setting out alterations of the original terms is signed 
by a requisite majority it should bind the whole body. 

A Power for majority to bind minority.is necessary, as otherwise 
proposals for modification of terms which are for the general benefit may 
be defeated by a small recalcitrant minority. 

Every mortgage or charge for the purpose of securing any issue of 
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debentures must be registered under Section 93 of the Companies (Con- 
solidation) Act, 1908, which provides that such charge shall so far as any 
security on the Company’s property or undertaking is thereby conferred 
be void against the Liquidator and any creditor of the Company unless 
the prescribed particulars of the mortgage or charge together with the 
instrument, if any, by which the mortgage or charge is created or evidenced 
are delivered to or received by the Registrar of Companies for registration 
within 21 days after the date of creation. 

From the foregoing examples it will be seen that the Joint Stock 
System provides a diversity of methods for raising new capital, and there 
is scope for much ingenuity in varying the terms of issue to make the 
appeal to the public more attractive. 





Progress Charts in the Office ` 


By A. Oxueae, A.O.1.8., F.O.W.A. 


Keeping Track of Clerical Work 


WE are all aware of the important part the Progress Department plays 
in the organisation of the modern factory. In addition to planning 
the work, once it is started the Progress Department must watch and 
record its progress and see that the time-table is carried out, by keeping . 
in touch with the work of each department and co-ordinating the whole. 

Now, it is perhaps not generally realised the amount of repetition 
work which is done in the office during the year, and how essential it is 
to have some system of checking progress in the office to see that as far 
as possible the work is done to time-table, and does not get into arrears. 

One of the most important departments of the office is the Accounting 
Department. Here there is quite a lot of repetition work and it is the 
Accountant who requires to know the progress of such work at any time. 

It also often happens that special data is required from this department 
outside ordinary and routine work and the head of the Department may be 
required to state how long it will take to obtain such information. Any 
system, therefore, which shows the progress of the department’s work 
must be of great assistance. 

The system which is dealt with in this article is one which*has been 
found to work exceptionally well and is also very simple. All that is 
required is a series of small progress charts, one for each clerk, showing 
the repetition work either daily or weekly, and as each job is finished a 
tick is made in the square opposite the date, and weekly, or at other 
stated periods, the chart is submitted to the immediate head who marks 
off his own chart and carries to the chief accountant’s chart which 
covers the whole of the staff of the Department. 
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In organising the system the first thing to do is to tabulate the duties 
of every clerk and bring together under immediate heads, say— 

Books of Account. Costing. 

Stores Accounts. Internal Audit. 

Wages and Timekeeping. 
Each of these immediate heads is responsible to the Accoun ant for the 
work of the staff under his charge and marks on the Accountant’s Chart 
the weekly progress of their work. 


COST CLERK’S CHART 
SAMPLE OF COST CLERK’S CHART. 
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You will see that the chief of the department is thus relieved of 
much detail work and can see at a glance whether he is working to time- 
table or which section is in arrears without having to approach any 
member of his staff. 

In every office some clerk’s work is dependent on another’s, and the 
system is very useful in seeing that one section by being behind does not 
keep twb or three other sections short of work, thus the engagement of 
temporary labour or the working of overtime can be quickly authorised. 

The system is flexible as each section has its own charts, and one 
section can be ahead of another. This enables the head of the department 
to form a good idea as to the organising power of the head of the section 
and the worth of the staff under him. ° 

It has also been found that the staff, knowing their work is recorded 
on the progress chart, make a real effort to keep up-to-date; there is 
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also a spirit of rivalry between the sections to keep up as much production 
as possible. 

The internal audit section deals with practically all the work done 
by the others, and so the system of charts enables a monthly programme 





SAMPLE OF ACCOUNTANT’S CHART. 

















Purchase Books 

Sales Books 

Passed Payment. Bk. 
ete. . 


\ 
| 
Coe 
Weekly Requisition: |__| 
| plies E, 





Cash Books: . i T | 





Books OF 

















Outwards . | 
Pnemg & Allocations : | 
Empties, ete. . . | 





STORES 
ACCOUNTS ÅCCOUNT 





Weekly Timekee 
Calculation ot Wages 


a 
mi 


Stamping Insce,Cards 
Manual Workers’ 
Incomë Tax Recon 
ete.” 


ACCOUNTANT 
WAGES AND 
TIMEKEEPING 


ENAS 


Wages Sheets 
| Ei Stores Inwards 


» Outward 
Petty Cash, etc. 
Other Expenses 


Wages ‘ k 
RE Running Costs : 
2g Works No 1 . 
8+ » No.2. 
BS 


Running Stores f- 























Repairs 
Fuel, ete 


Motor Car No. 1 
2 





COSTING 














LW 


ee 





Motor Car and 
other Costing 
E 
ZZ 
oo 

ne 


E 
Pars: 
8 
ie 
H 

| 


= 
+ 
+ 
































The internal audit is indicated by a cross tick ın a contrasting colour. 


to be drawn up and as each section’s work is audited a cross tick is made 
on the chart in some other colour and likewise on the main chart for the 
accountant’s information. 

I have only dealt with tHe system from the Accounting Department’s 
point of view, but it can be adapted to practically any department in 
the office, or made to fit any kind of business. 
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Telephone costs cannot now be ignored, and considerable economies may be effected 
and annoying disputes avoided by adopting the hints given in this timely article. 


Tabulating Telephone Charges 


By W. REGINALD Bray 


HE new Telephone Rates having now come into force, it is 

imperative that some record should be made in order to cope with 
the crop of disputes which will inevitably arise. 

When accounts are rendered based on the new scale of charges, 
apart from the new installation rentals, the annual charges for which 
are set out below, there will be certain charges for various areas, and 
business houses will find it a great help if a diagram, showing the prin- i 
cipal places in the area in which the business is conducted, is prepared. 

Bırmingham, 
Glasgow, 
Liverpool, and Rest of the 


London. Manchester. country. 
S. d. $ S d. £s d 


Exclusive Line. š . 10 —-1 - - 710 = 
-Auxihary Line 710 - 7 - - 610 - 
Private Branch Exchange— 
First Line. . 810 - 8 - - 710 -= 
Additional Line. . 710 - 7 - - 610 - 
Extension : é » 26565 - 2 5 - 25 - 


A London area would embrace such places as Reigate, Sidcup, 
Watford, Barnet, Romford, Ealing, etc.; and in the diagram the 
charges would be placed against the places to which calls were con- 
stantly being made: these charges will range from 14d. to 74d. per call. 

This map-rate index should be hung up in the telephone room, and 
in large offices should be kept by the. firm’s operator. 

In addition, a Record of Calls book should be kept, with full details 
of all calls made, so that accounts received can be checked before 
payment is made. 

This book, if ruled up in the manner shown by the illustration, will 
give the data required. 
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The daily totals can then be transferred to a summary monthly, 
or as is deemed necessary. ' 

Many telephone subscribers who came within the Metropolitan area 
in the past, will find the cost of calls increased by several hundred per 
cent, as they will now be outside the new radius. 

Where the distance of the subscriber’s premises from the exchange 
is more than 2 miles in London or 1 mile in the provinces, an additional 
annual charge of 25s. per furlong will be made on the excess distance. 

The charge of ld. per local call will apply only in the case of calls 
to exchanges within 5 miles of the originating exchange. 

The radius of 5 miles, however, is extended in the case of London, 

Birmingham, Glasgow, Liverpool, and Manchester. 
On the value of fees for local messages in excess of 2,000 per annum, 
there will be a rebate of 5 per cent. 

Calls other than local will rank as trunk calls. 

In addition to the local fee of 14d., three-minute trunk calls between 
7 a.m. and 7 p.m. will cost from 1$d. for 5 to 7} miles to 2s. 6d, for 75 
to 100 miles, with Is. for each additional 50 miles. 

In conclusion, there is no doubt that the flat-rate system was an 
obstacle to efficiency, as subscribers were allowed to make an unlimited 
amount of calls which caused a considerable overloading of lines. 

In the past, the telephone charge has not been any item of particular 
significance in the Profit and Loss Account, but it will now mean 
hundreds of pounds to some businesses; and therefore this Record 
Book should be invaluable for reference when comment is passed on 
the cost of the telephone for 1921. 

“ Calls Received ” should also bé tabulated, as they are always useful 
for reference. 





This article, by an experienced works accountant, lucidly explains a thoroughly 
up-to-date and satisfactory system of Stores Records and Returns for costing purposes. 





Practical Costing 
By JAMES ALLAN 


IV.—Stores Records and Returns 


Be a proper system of Stores Records can be installed the 
condition of the store must be first considered and the following 
questions answered: Is the store such that the storekeeper can be 
held responsible for his stock of material? Is the store such that all 
material to be stored therein can be “binned” or kept in racks and 
sufficient floor space left for receiving, examining, and weighing incoming 
material, and the issuing (and weighing when necessary) of outgoing 
material? Taking for granted that the above items are in order before 
proceeding to take the opening stock for bin cards, etc., the material 
should be classified, where possible, “ binned,” and all bins allotted 
a number, so that we shall have one bin with a number of one size and 
class of commodity. The allotting of a bin number for all stock material 
is a most important item which must be met and carried out, otherwise 
confusion will arise between the Storekeeper’s Records and the Stores 
Department’s books. 

The following is a ruling of a Bin Card which will suit, more or less, 
all classes of material. 


BIN CARD 
Bin or 
Code No. 
Deseriph onis aoa cde sesssesee supsasecsssceensstetssesseesens cee ot SHEE. cessnne ae tn sissoess se ssroisee 
Ordering Maximum | Minimum : 
Quantity Unit... araya oe 
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TOTAL TOTAL CJE 
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The back of the Bin Card is similar to the above, but the heading 


showing only Receipts, Issues, and Balances, and at the foot a portion 
ruled off, viz.— 








| For Orrice Usz. 
Checked by S.L. Folio No. 











A member of the Stores Department is sent to the store to take 
the opening stock in conjunction with the storekeeper, who is to be 
held responsible. A bin card is written up for every bin, showing bin 
number, description, and size or grade of the material, unit, and the 
opening stock with the date entered on the receipts and balance side of 
the card. The ordering quantity is fixed later, after the rate of con- 
sumption is ascertained. The maximum and minimum quantity to be 
carried in stock has also to be fixed, and this cannot very well bẹ done 
until the rate of consumption is arrived at, but temporary figures are 
quoted. 

From the time of the opening of stock, the storekeeper has instruc- 
tions that no material must be issued unless in exchange for a properly 
filled up Stores Requisition, and that a return must be made of all 
incoming material. 

The stock-taker is also taking full details as quoted on the bin card, 
on to a stock sheet, which, when completed, must be certified by the 
stock-taker and storekeeper as being correct. 

The opening stock being now completed, and the storekeeper under- 
standing all that is requiring to be carried out, we will proceed with 
the other forms affecting the stores. All bin cards, when filled up, 
totalled, and the balance carried forward on to a new card, are sent 
to the Stores Department to be checked with the Ledger. 

A Daily Return of incoming material purchased is made up by the 
storekeeper and sent to the Stores and Purchase Departments after he 
has posted to the receipts side of his bin cards the quantities received. 

The form given on the opposite page is in triplicate. First copy is 
sent to the Stóres Department. Second copy is sent to the Purchase 
Department (the ruling of which may be altered if necessary). Third 
copy remains in the book. . 

A few remarks may be made as to the use to which this form can be 
put and the value of it. The copy retained by the storekeeper acts 
(after he has posted all stock material to his bin card, quoting the Daily 
Return Number on the card) as his Stores Receiving Book, showing all 
material received daily. The copy sent to the Stores Department is 

used for comparing invoices with quantity received, and, if correct, 
they can be signed and passed for payment. Full details must, however, 
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be put on the Daily Return as to the Date of the Invoice, Invoice 
Number, Quantity Invoiced, Rate and Value. The Stores Department’s 
copy of the Daily Retin being now completed, it is ready for posting 
to the Stores Ledger, which is, more or less, similar to the bin card, but 
has money columns for charging out the issues, etc., as well as quantities. 

The copy sent to the Purchase Department can be used for marking 
the quantity received off against the department's order. 

The storekeeper, as well as those in the office, may find it necessary 
to have a cross reference between the Daily Return of Material Received 
and the Purchase Requisition or copy of Purchase Order. 

A recognised Form of Requisition is necessary, and the books are 
only issued to authorised foremen or individuals. 


STORES REQUISITION 















































No.. 
PENNE e eere Dept. . fbSavandsrdteGeostion Geshe devase «seh 
Charge to S.L 
Bin Description. Folio 
No. | Job. No|}S O No. 
è | Received by | Issued by 
Storekeeper. 


Signature 





The storekeeper recognises only the above form of Stores Requisition, 
which must be accepted only when full details are quoted as to what 
the material has to be charged against. The signatures of the individuals 
receiving and issuing the material should be on all requisitions, so that, 
at any period all information is there if desired when any trouble arises. 
All requisitions should be numbered consecutively by the storekeeper 
daily, and the quantity issued entered on the bin card, quoting the 
requisition number and the initials of the individual issuing the 
material. 

In almost every department one finds that material is drawn in 
excess of the quantity required, or the wrong material is drawn. This 
necessitates a form to be used to cover such transactions, so that the 
bin card may be debited with the quantity returned and the job or 

> department credited. 
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MATERIALS RETURNED TO STORES 
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The above form should be printed in red. It is desirable that this 
form should be made out by the foremen and accompanied by the 
material returned, but it may be made out by the storekeeper and 
signed by the foreman whose signature will certify that the quantity 
stated is what was returned. 

In all stores one will find that when material is received from an 
outside supplier it may be found defective on examination or does 
not represent what was ordered, which means that a return (see sketch) 
has to be made by the storekeeper advising the Stores Department so 
that they may take up with the supplier immediately. 

The form given overleaf is in triplicate and printed in red. The first 
copy is sent to the Stores Department, the second to the Purchase 
Department, and the third remains in the book. 

The Daily Return Number is quoted on the Return to Suppliers 
Sheets, and the Return to Suppliers Sheet Number quoted on the Daily 
Return Sheet, thus making a cross reference which is necessary for all 
concerned with the transaction. 

The copy sent to the Stores Department is linked up with the Invoice, 
which will be held in abeyance until such times as a Credit Note is received 
or the goods replaced. 

The Purchase Department, who also receive a copy, make a note in 
their books so that no question will arise when the goods are replaced 
as to the quantity delivered being in excess of what was ordered. i 

In introducing the Storekeeper’s Boek or Requisition to order 
material when his stock goes down, we shall go back to his bin card, 
which shows ordering quantity and maximum and minimum quantities * 
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to be carried in stock. The storekeeper can see at a glance when 
posting his requisitions to his bin card as to how his stock stands, and 
immediately it reaches the minimum will know that it is time to 
replenish. 

The Requisition is made out by -the storekeeper, who is able to fill 
in all details required from his bin card. It is made out in triplicate. 
The first copy is sent to the Purchase Department after the purchase 
has been approved of, the second to the Stores Department for several 
purposes, the third remains in the book. 


MATERIALS RETURNED TO SUPPLIERS 









































No.. E E 
pa Depts PSAi 19). sessvis 
TO eee 
Bi DR. er 
Job No. No. Description. Quantty. Rate. Value. Reason’ for. 
p ia E | io 
al oe eee a 
How Packed Carriage How 
and Marked ' Paid Despatched ‘ T 
Forward Signature, 
For Orricr USE. 
Invoice Date o ae uee ee seer eee Credit Note Recd., Date . .. ..Replaced. 


Invoice No. eh ott, So EE A ji ib » No. D.R No, 








When several stores or sub-stores in a_ works are drawing material 
from one another, a Stores Transfer Note is necessary to debit the ` 
Receiving Store’s Stock and credit the Issuing Store’s Stock. 

In some places great trouble has been: experienced regarding empty 
cases, and where such is the case an Empties Book should be in operation 
and a Package Return Note. 

If stores are to be run on a sound footing and returns made for cost 
purposes, all these forms must be used and the staff in the office must 
keep pace with the stores returns and make returns for cost purposes. 

Test stocks should be carried out during the year by a member of 
the Stores Department staff in conjunction with the storekeeper respon- 
sible, and where differences drise these should be adjusted by the stock- 
taker on the bin card, and on the Report made by the stock-taker must 
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be shown the adjustments to be made in the Stores Ledger and the 
Financial Books. 

Monthly balances can be made out from the Stores Ledger for the 
Costs and the Financial Books, and valuable details can be drawn up 
which will prove of great assistance in many businesses. 

A system which can be used for tool stores will be taken up in a later 
article by itself, which will show how circulating tools can be kept 
separate from new tools, why they should be kept separate as affecting 
the financial side of a business, how the tools can be located against 
each workman, and how the storekeeper knows where all his tools have 
gone. 

(To be continued.) 
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The critical position of the Tea Trade is interestingly discussed in this concluding 
instalment of Mr. Creighton’s articles. 





Moder Methods and Management of 
the Tea Trade 


By J. OREIGĦTON 


The Tea Garden 
(Concluded) 
Plucking the Leaf 


T plucking of the leaf is mostly done by women and children. 
It consists of breaking off the top and tender leaves of the bushes, 
collecting them in baskets and bringing them to the factory. The 
factory has been erected at the spot chosen for it some few years pre- 
viously, and towards which all the roads in the garden tend to lead. 
When the leaf arrives at the factory it is deposited on racks, whereon it 
lies till it is sufficiently withered and soft enough to roll. This time 
of withering generally takes sixteen to eighteen hours, though if the 
weather be dry and hot the time taken is much less. The tips or buds 
of the leaves plucked are of the best flavour, and though tea may be 
made from any of the leaves of the tea plant—provided they are soft 
enough to rolli—the public taste has been so cultivated that only the 
flavour of the top leaves will satisfy it. The difficulty of insuring that 
only the fine top leaves are plucked is great, for the pluckers are paid 
on piece work and by weight, and the temptation to pluck a little coarser 
without detection is very great. To avoid the plucking of coarse leaf 
is one of the great anxieties of the management. 


Fermentation, Sorting and Packing 


The process of fermentation occupies about two-and-a-half to three 
hours, during which time the leaf after being rolled is placed on the 
floor of the fermenting room till it is fermented to the required degree, 
when the green of the leaf becomes a rich copper reddish colour. When 
it has attained this correct colour the fermentation is arrested by the 
leaf being passed through an oven heated to a temperature of over 
200°. The passage of the tea through the oven is carried out by means 
of very neatly devised travelling trays, and because of this the oven 
is given the more dignified name of “ firing machine” or “ tea dryer.” 
After this the tea is cut up and sorted into sore half-dozen grades, ranging 
from fine to coarse, the “fine” teas having the best flavour. The 
packing of the tea is work over which the greatest care is taken. After 
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slightly heating it the tea is placed in lead-lined boxes, and hermetically 
sealed so as to insure its arriving at its destination in the most perfect 
condition. 


Tea Garden Accounts 

The accounts of the garden generally take the forms of daily, monthly 
and yearly statements. The daily account is made up by the several 
clerks whose duty it is to see that the portion of work allotted to each 
member of the labour force for the day is completed. If the work is 
satisfactory, the individual is credited with a day’s pay. The clerk’s 
rough report, or field book is handed in at the head office in the evening 
and the amount of wages he has allowed is marked opposite each labourer 
in the official book which contains the names of the labour force. The 
details in the clerk’s report book are so great that it is necessary to 
make a synopsis form of them for presentation daily to the manager. 
This synopsis report gives the nature of the work, the number and sex 
of the people engaged on each item and the amount which eachitem costs. 
The manager examines each item in detail and if the report is satisfactory 
he passes it on to be entered in the monthly statement book. This 
book supplies the information from which the monthly statement 
printed form ‘is made up. This form consists of some twenty or thirty 
main heads and each of these consists of many details of which the costs 
are required. Under the heading “ Cultivation,’ for instance, the 
details of the amount of work completed, the number and sex of labourers 
employed, the costs, and the cost incurred in the corresponding month 
last year are required in the items: Hoeing (deep), hoeing (light), forking, 
draining, manuring, top-dressing, trench-manuring, etc., are required. 
This being so, it is a sound policy for the manager to have his daily 
report presented to him in a form as near as possible to a replica of 
the monthly statement form. There are many advantages connected 
with this method, among which may be mentioned the facility with 
which figures may be transferred from one book to another under the 
correct headings; he can see at a glance by the blank space opposite 
any particular work that it is being lost sight of, and thereby can quickly 
see to giving it particular attention if necessary. The tea garden 
manager has always a great deal of detail to see to and remember, and 
any aid to his memory is at any time welcome. 

As the totals of each monthly statement are carried on from one 
monthly statement to the next it follows that the twelfth will contain 
the figures necessary for the yearly statement of the company’s accounts. 
In these accounts the expenditure incurred under the main heads of the 
monthly statement will appear on the Dr. side, together with expenses 
incurred under such headings: agency charges, directors’ and auditors’ 
fees, export duty, etc. Against this on the Cr. side will appear: proceeds 
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by sale of tea, and only a few items from the manager’s accounts (such 
as sundry petty sales, rents from land, etc.) under the heading 
“ Miscellaneous Receipts.” 


Wages and the Labour Situation 


As in other trades, the cost of production is becoming a serious 
matter in the tea trade, for the cost of living has become greater in the 
tea districts since the first years of the war in an alarming manner. It 
is accounted for by heavy exports of rice from the rice-growing areas, 
from which the tea districts could obtain their supplies at a moderate 
cost. This had the effect of running the price of the obtainable and 
imported rice up to an abnormal height. Again the war stopped the 
supply of cheap cloth appearing in the markets for sale. Salt, too, 
became so dear that the Indian Government had to regulate the price 
at a fairly high rate. The tea garden labourer, finding that these 
necessities to his life are so increased in price, naturally asks for a higher 
rate of pay so that he may purchase them. The difficulty at present 
is to get him to understand that unless the money is forthcoming from 
the sale of the article he produces, his reasonable request cannot be 
acceded to. In this respect the situation in the tea trade is very similar 
to the position at home here. 

So grave has the question been that some tea companies with good 
reserves of capital have considered it advisable to increase the pay of 
their labourers to the extent of some three rupees in the cases of men 
and women and half that amount in the case of children per month. 
If this is adopted by all gardens the effect will be to keep the price of 
tea to the consumer at a high figure for some time. 


Present Position of the Tea Market 


The present price of tea is low, in some cases the price realised only 
pays the working expenses, while in other cases the teas of some gardens 
are being sold at a loss. This is the result of over-production, an over- 
production it would have been exceedingly difficult to avoid, for the 
war stopped suddenly, but the tea bushes continued to yield. At the 
same time the supply of tea for the Army was not required, and Russia, 
one of the largest tea buyers, found itself out of the market as a buyer. 
Consequently the tea market is over-stocked at present and the over- 
stock is being cleared at low prices. Tea growers have decided that the 
best method of steadying the market is to lessen the production, and 
most gardens at present are under orders to produce less tea by plucking 
only the finest leaf. Some tea companies hgve decided to throw out of 
action large acreages of tea and in Ceylon alone some 20,000 acres have 
been temporarily abandoned. This policy, together with the fact that 
at any time Russia may come into the market again as a heavy buyer 
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for the curtailed amount of tea for disposal, should have a tendency to 
keep the price of tea to the consumer high. The principal item, which, 
however, influences the price of tea is the duty. This is at present very 
high—double what it was in pre-war times. This is not likely to become 
less for some years. 


The Tea Gardener's Lot 


The healthy nature of the work combined with the fact that he is 
well looked after, housed, medically attended without cost and 
unheavily yoked makes the life of the tea garden labourer a pleasant 
one. There is no labour so happy and contented as a whole. It would 
be a disaster if a spirit of discontent were imbued in it, and anything 
in the nature of introducing an element disturbing to the friendly 
relations which exist between master and man on the average tea garden 
would be nothing short of criminal. Far removed from the sordid 
features which at times show up our modern civilisation, the tea garden 
labourer lives his peaceful life in almost Goldsmithian bliss. Long 
may he live to keep his ears closed to the preachers of the pseudo-doctrine 
of discontent. Indeed, it is when coming in contact with these people 
that one is more than ever impressed with the fact that ‘‘ contentment 
is better than wealth.” 

It would only be right in an article of this nature to quote examples 
and names connected with “ opening-out ” work in tea, and among the 
former some beautiful achievements have been attained in the Dum- 
Duma district of Assam, Buxa-Doars, and Deundi in Sylhet. With the 
first of these the name of Gray is closely allied and is a household word 
in the district, while the name of J. E. Aird of Deundi is that of one who 
has shown genius in his wonderful work of “ opening-out ” the Deundi 
Tea Estate. 


a 
foesoe 


geesseeey 
weseelserecereveos 


i 
l 
: 
i 





“ Advertising may be a science, but advertisements do not invariably bear the hand 
of the scientist.” 


Table Talk on Business (ene 


By Dr. Eris T. POWELL 
Formerly Editor of the “ Financial News ” 





S this month’s publication all but synchronises with Easter, I should 
like to wish a pleasant holiday to all the readers of these discursive 

comments and reminiscences. Our modern holiday system ‘is one of the 
most prolific sources of modern efficiency. Living under totally different 
business conditions our business predecessors of the Middle Ages took 
no holidays, and their commercial acumen must have suffered accordingly. 
Thank goodness, we are wiser ; and if we want to evidence our wisdom, 
we should all establish still more holidays than we already have. The 
Easter holiday itself is a comparatively modern innovation in the legal 
and business spheres. Lord Kenyon, the eminent judge, once said to 
Sergeant Hill, on the Thursday before Good Friday— 

“I shall sit to-morrow.” i 

“Then, my Lord,” retorted Hill, “ you will be the first judge that 
ever did so since Pontius Pilate.” i 

May expostulation as apt and as pointed lie ever in the path of him 
who shall threaten to lay a sacrilegious hand upon the Easter holidays ! 


Fun over the Telephone 

Last month we were chatting about the modern auxiliaries of business. 
We finished with the typewriter. Another aid, of course, is the most 
discussed and much abused telephone. I often wonder what the business 
men of the Baring crisis would have thought of our telephone system, 
imperfect and inadequate as it is. The telephone has been as prolific 
in fun as it used to be in profanity. In fact, one wonders what the 
comic papers would do without it if it were suddenly swept out of their 
ken. Of course, the strictness of the regulations about talking to the 
operator tends to minimise the amount of diversion extracted from the 
instrument ; but even in America, where the regulations are very severe 
indeed, the intervention of a new factor occasionally brings the element 
of farce. A New York stockbroker who owned a very clever talking 
parrot got the bird thoroughly accustomed to his own picturesque mode 
of conversation, both in the home circle and ina wider arena. Then, 
in an ill-advised moment, he took the parrot down to his office for a 
change. In the middle of the day he was suddenly called out just 
at an instant when the receiver was off the hook and the parrot at his 
elbow. The attentive telephone girl said “Helo!” (the American 
equivalent of our “ Hullo ! ”) but received no answer except a chuckle. 

“What can I do for you ? ” she inquired. 

“ Hello, Sweetie! Hello, Baby!” was the reply. 
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- “I am not accustomed to being talked to in that way,” retorted 
the indignant operator. 

“ Oh, you saucy suffragette,” said the voice, “ Hello, Baby!” 

Now thoroughly roused into resentment by these familiarities, the 
operator switched the call over to the Lady Supervisor. She inturn, 
after having been greeted as “ Sweetie ” and as a “ saucy suffragette ” 
rang up the detective officer in the building, asking him to send round 
to Wall Street and put a peremptory stop to the scandalous behaviour 
of the subscriber. However, by the time he got there the broker 
had returned and there were mutual explanations which cleared the 

„matter up. K 


Bank Protection 


I often wonder why the mechanical ingenuity which is expended on 
desks and office equipment has never gone to the length of a device 
which would automatically fasten the doors of a bank in response to the 
pressure of pedals in the floor or switches at various points among the 
desks. Suppose the cashier to be “ covered ” by a thief with revolver. 
and compelled to hand out some of the money. Meanwhile, however, 
half a dozen of his colleagues are within reach of pedals in the floor, 
or switches on their desks, which automatically lock the doors of the 
bank. These are instantly placed in operation, for the raider could not 
cover the whole staff at once, nor could he even seg the pressure of the 
foot which fastened the doors and trapped him. The installation of 
such a system would put a stop to a method of bank robbery which is 
now becoming unpleasantly common. In the absence of these protecting 
devices the cashier is driven back upon his own wits. 

“I want this check cashed,” said a man to a paying teller in a New 
York bank, handing in a “ check” for $1,000, payable to “ Almighty 
God.” 

When the teller looked up he was gazing into the barrel of a revolver. 
He grasped the situation in a moment. 

“ Certainly,” said he, and read out aloud the wording of the “ check ” 
so that all the clerks in the bank heard him, before he began to count 
out the money. Within a moment the bank detective seized the madman 
from behind. 


The Lady Customer 


There is only one ordeal that the bank cashier dreads more than 
the arrival of the bank thief and his ready revolver. That is an interview 
with a certain type of lady customer who knows absolutely nothing 
of banking practice, and still less about the value of time. The lady 
juryman is a fleabite in comparison with this terror. I have seen such 
an individual ask for the transfer of £250 to her deposit account, waiting 
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while the cashier made out the deposit receipt and procured the signature 
of the manager. Then she asked for her passbook, and after a glance 
thereat told the cashier that she thought she would transfer more than 
£250 to the deposit account. Finally, she decided on £350. This 
involved a cancellation of the deposit receipt just prepared and the 
writing of another. And all this time (as it was the dinner hour) a 
queue of impatient customers was gradually lengthening. Now and 
then, of course, the lady caller is “ bested,” but as a rule she either wins 
or it is a drawn game. 

“I want to know,” said the grim-faced woman, “ how much money 
my husband drew out of the bank last week.” 

“I cannot give you that information, madam,” answered the man 
behind the grille. 

“You're the paying teller, aren’t you?” 

“ Yes, but I am not the telling payer.” 


The Dainty Side of it 


Personally, I don’t like these “ grim-faced’’ women, so that we will 
have a more pleasant story to eradicate the impression left by this one. 
A very distinguished American actress lost a pearl at a rehearsal. A 
stage hand found it, and returned it to the prima donna. 

“ I will give you a kiss or $20. Which? ” asked the lady. 

“Td like the kiss,” answered the stage hand, “ but I’ll take the 
twenty.” 

The singer told this story to Andrew Carnegie a little later. 

“ That young man will get along,” said Carnegie. ‘‘ He knows that 
if he gets the.dollars, the kisses will take care of themselves.” 

As this magazine possesses a multitude of readers among business 
women, I must ask their attention to the fact that the cynical comment 
on this otherwise romantic record is that of Carnegie. It is not mine. 
As a lifelong admirer of the fair sex I would no more dare to hint at such 
a thing than I would to endorse Douglas Jerrold’s avowal that a wife at 
forty should be exchangeable, like a banknote, for two twenties. 


A Draughtsman’s Obsession 


In the February number of BUSINESS ORGANISATION AND MANAGE- 
MENT a barrister has an absorbing article on the “ offers for sale” of 
shares which are now so common a feature in the joint-stock world. 
As he points out, these offers are, in effect, an evasion of the Companies 
(Consolidation) Act, 1908. They are only possible because of the 
numerous loopholes in what he calls its “ well-intentioned but ill-drafted 
prospectus clauses.” When that Act was being framed it was well 
known in the business world that the draughtsman was obsessed by two 
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considerations. He thought that the whole of the abuses of modern 
joint-stock finance could be traced to a couple of causes. These were— 


(1) The fact that directors frequently acted without any qualification shares, 
and 


(2) The propensity to go to allotment on an insufficient subscription. 
No doubt abuses did arise from both sources, but they were neither of 
the number nor the magnitude which the draughtsman supposed. But 
perhaps one must not look for too much in the draughtsman of a com- 
mercial Act. In giving judgment in Davies v. Rees in a case arising on 
the Bills of Sale Act, the late Lord- Justice Bowen remarked, “ I am aware 
that in coming to this conclusion I am doing the draughtsman too much 
justice by assuming that in drafting Section 9 he remembered what he 
had said in Section 8.” f 

That, you might say, was a “nasty one*’ for the draughtsman. 
But occasionally he got his own back with the judges. A judge of 
bygone days (not Bowen, however) was almost invariably reversed on 
appeal. It is on record that on one occasion there was an exception to 
the melancholy process. It was‘signalised by the inhabitants of the 
nursery running in a body to the judge’s lady, with the cry : “ Father has 
had one of his decisions upheld, so may we have jam for tea ? ” 


t 


Very Important Distinctions 


However, to shake off this inveterate knack of reminiscence, and 
return to the Companies (Consolidation) Act—the draughtsman (who- 
ever he was) greatly exaggerated the menace of the “ qualification ” 
bogey. The value of a director lies in his (or, nowadays, her) capacity 
and cannot be decided merely by the number of shares he holds. 
Certainly Lady Rhondda acting as director without any” qualification 
at all would be a more valuable member of a commercial director- 
ate than Nathaniel Nincompoop, Esq., holding every share that the 
Articles required. As for allotment on an insufficient subscription, that 
undoubtedly was a fruitful source of loss in earlier days. The company 
was to acquire the property from the promoters for £100,000, payable 
in cash, but only £25,000 was subscribed by the public. The promoters, 
eager to get something, took the £25,000 on account, leaving the unfortu- 
nate company with a property partly paid for and no working capital 
at all. The result was liquidation in the course of the next few months, 
and probably a reversion of the property to the promoters. But this 
abuse has not been stopped by a stipulation that the prospectus must 
disclose the number of shares on which the directors will go to allotment. 
All that happens is that in a promotion of such a character the directors 
take power to go to allotment*on seven shares, and the Act is consequently 
reduced to impotence and uselessness. For the Companies (Consolida- 
tion) Act it may, unfortunately, be said that it represents a triumph of 
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apron-string legislation in a sphere where that kind of thing was not 
wanted. It always reminds me of the enthusiastic but short-sighted 
junior partner who made a tour of the various branch businesses. When 
he returned he said he had told the managers very plainly that they 
must not act on their own discretion but seek instructions from 
headquarters. 

“Yes,” said the senior partner, “ I thought there was something of 
the kind going on. Here is a telegram just come from one of the managers: 
‘Bad gas escape in the cellar. Please wire instructions.’ ” 


“ Deep-breathing’’ Words 


Whenever we want a new scientific term we nearly always fall back 
upon Greek for its components. As a rule the result is handy enough, 
as a whole range of words ending in “ logy ” and “ graphy ”’ would show. 
But we must be careful, for where we pile one term on another in the 
same word, the result begins to assume a perfectly appalling form now 
and then. This happens when we are confronted by the name of 
diaminotrihydroxydodecanoic acid. If we knew this word was coming 
we might politely keep another appointment while it was being uttered, 
and still be back in time to hear the finish. But then we are not always 
on our guard, and so we have to listen politely while the snaky syllabication 
unfolds its apparently unending coils. Perhaps we are not so badly off 
as the Germans. Iam told that the co-ordination of about 300,000 
mental. processes is necessary for the writing of a single letter of the 
alphabet. How many mental processes were required for the articulation 
of such a word as Schutzengrabenvernichtungsautomobil ? This was 
the original German for “ tank,” and might well be represented in 
English by motorcarfordestroyingshootingtrenches. We have nothing 

‘to match this hideous mass of thirty-five letters. If we were cynical we 
might hope that the Germans would fill up their time inventing and 
writing such awful terms as these, so that they would have no 
opportunity for effective commercial rivalry. But in that event they 
would never be able to raise the money for the payment of the indemnity, 
would they ? 


Unscientific Advertising 

I see that a correspondent of Pstman’s Journal has been watching the 
presentation of the typist on some of the current films. In one instance 
he noticed that the lady went on hammering away at the keyboard 
but was never under the necessity of pushing up the platen so as to 
start a new line. Doubtless she was using a dummy machine for film 
purposes and the detail had been overlooked. Such omissions are by 
no means uncommon, as anybody can assure himself by watching the 
pictorial literature of the day. Advertising may be a science, but 
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advertisements do not invariably bear the hand of the scientist. 
“ Howlers ” are dreadfully common. Not so many years ago I saw a 
most beautiful poster advertising a Dick Whittington pantomime, and 
showing the future Lord Mayor sitting on Highgate Hill with all London 
spread out below him. Unfortunately, the artist had put a dome on 
St. Paul’s Cathedral, that being a feature which did not exist until nearly 
300 years after Whittington’s time. Elsewhere an expensive organ 
advertisement, gorgeously produced in colours, displayed a young lady 
sitting at a three-manual instrument and apparently ravishing a large 
audience with the music, although not a single stop was drawn. One 
of the great railway companies showed us one of its own expresses 
rushing at full speed towards a popular holiday resort although the 
signals, also shown in the picture, were set against it. If I had not 
known that the error was due to the artist’s lack of technical knowledge 
of railway working I should certainly have been deterred from travelling 
on a line where the drivers were allowed to disregard the most elementary 
considerations of safety. 


The Red Lamp 


Thereby hangs a tale. Not so many years ago the chairman of a 
great railway company found himself urged to adopt a policy which, 
in his opinion, would have been rash and imprudent in the extreme. To 
a deputation of shareholders who called upon him he expounded his 
view of the danger. The spokesman of the deputation, however, told 
him that his fears were purely imaginary. It reminded him, he added, 
pointing a menacing forefinger at the railway chairman, of an incident 
in the life of a Great Western engine driver in the days when the late 
Sir Daniel Gooch, notoriously a martinet in matters of railway discipline, 
was at the head of that undertaking. The driver and his stoker had 
been having an evening out, at the end of which the driver was in a 
decidedly “ elevated ” condition, and the stoker had some difficulty in 
persuading him to make for home. As they went, however, they suddenly 
rounded a corner and came in sight of the red lamp over the entrance 
to a surgery. The driver instantly stopped dead, nor could any amount 
of persuasion induce him to go further in that direction. 

“Tf I pass that light,” said he, “ I will be up before old Dan’l in 
the morning and get it hot.” 

Ultimately the stoker had to take him home by another route. 
Having told the story the speaker went on to impress upon the company 
chairman that his fears with regard to the proposed new policy were 
all as illusory as those of the inebriated driver. But according to City 
legend the chairman did not take the illustrative admonition in good 
part. He insisted that there was a disagreeable personal allusion 
intended, and the deputation broke up in some disorder. 
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“ In these days of overdrafts, however, it is very unusual for the banker not to know 
more about his customer than can be found out by mercantile agencies.” 





Correspondence 


To THE EDITOR oF ‘ BUSINESS ORGANISATION AND MANAGEMENT.” 


BANKERS’ REPLIES TO STATUS INQUIRIES. 


$1r,—The writer of your interesting article on the ‘Credit Man ” is of the 
opinion that bank references are of httle use, and only indicate the apparent 
solvency of the customer. This is, of course, the opinion of nearly all men engaged 
in business; but, in spite of its almost universal acceptance, I am inclined to 
think that it is erroneous. 

Lieut.-Col. Disney concludes that bank managers know nothing about their 
customers except the balance of the account, and answer inquiries accordingly. 

In some few cases this is true; but with no other knowledge of a customer, 
a definite statement would not be made by the manager and no harm would 
be done. 

In these days of overdrafts, however, it is very unusual for the banker not to 
know more about his customer than can be found out by mercantile agencies. 
The bank usually obtains a copy of each balance sheet, which is carefully filed 
away: any investments on behalf of the customer are often made through the 
bank, and in any case the certificates, etc., would probably be left at the bank 
when received; the bank account, showing whether perodical payments are 
made regularly or not, should be a much better indication of solvency than the 
customer’s account with any one firm. In addition to this, what the bank 
manager says can usually be relied upon. If he says the person inquired about 
is quite good for the amount named, credit for that amount can be given with 
absolute safety. It must be remembered, however, that a banker does not usually 
say his customer cannot be trusted ; but if he indicates that the amount inquired 
about is in excess of what is usual for one transaction, the inquirer should know 
what to do. 


Yours faithfully, 
35 Victoria Road, SIDNEY Forp, 
Shifnal, Salop. Associate of London Institute of Bankers. 


To THE EDITOR oF ‘‘ BUSINESS ORGANISATION AND MANAGEMENT.” 


THE TRANSMISSION OF TELEGRAMS. 


S1r,—Re article in your February issue, by Dr. Ellis Powell, on transmission 
of telegrams by Farrow’s directors to their branch managers mstructing them 
to “ Suspend Payment,” is it not probable that they did as other banks do, that 
is, use a private code known only to the managers ? 

A Post Office official would not know what message the telegram contained. 
The managers would act on a code telegram, knowing if to be correct. Thus 
there would be no loophole for tricksters. 


15th February, 1921. H, J. R. 
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Reviews 


Company Law and Practice 


An Alphabetical Guide thereto. By HERBERT W. JORDAN, Company Registra- 
tion Agent. Fourteenth Edition. (London: Jordan & Sons, Ltd., 116 and 117 
Chancery Lane, W.0.2.) Cloth gilt, 458 pp. Price 7s. 6d. net. 


The fourteenth edition of this well-known work has been revised, considerably 
amplified, and brought thoroughly up to date. The book was first published in 
August, 1908, and by May, 1917, had run through thirteen editions, so that its 
value and usefulness to Company Secretaries and Directors were speedily recog- 
nised. In the present edition, the text of the Companies (Foreign Interests) Act, 
1917; the Companies (Particulars as to Directors) Act, 1917, and the Registra- 
tion of Business Names Act, 1916, have been added to the appendix, which also 
includes the Companies (Consolidation) Act, 1908, and the Companies Act, 1913. 
The alphabetical arrangement of the contents, together with a very comprehensive 
index, facilitate reference to any point on which information may be required. 
The publishers are to be congratulated upon the fact that they are able, in these 
days of abnormal printing costs, to issue the volume at such a reasonable price. 


The Clerk’s Handbook - 


Or Guide to Olerical Appointments and the Study of Commercial Subjects. 
By Rorser S. Hmarn, P.O.T. (London: W. & G. Foyle, Ltd., Charing Cross 
Road, W.O.) Price 1s. 6d. 


A little handbook which contains a great deal of useful information for the 
junior clerk or the boy just leaving school. It discusses in very helpful fashion 
the pay and prospects of the clerk in Government, and in professional and com- 
mercial offices; the subjects essential to a good commercial education ; the best 
methods of study ; the principal commercial examinations, etc. The Author does 
not hesitate to recommend suitable text-books, and cautions the student against 
quackery. 


Financial Review of 1920 


Including Fluctuations in the Rates of Foreign Exchange and the Prices of 
the Raw Materials of Industry. By J. S. M. Warp, B.A., F.8.8., F.R.Econ.S. 
and N. H. Crump, F.8.8. (Published by the Intelligence Department, Federation 
of British Industries, 89 St. James’s Street, S.W.1.) Price 1s. 6d. 


The authors of this critical survey do not attempt to disguise the depressing 
facts of an unpleasant situation, and the brochure is, in effect, a very formidable 
indictment of the Government’s financial policy, all the stronger because it is 
written, without political bias, from the point of view of the plain business man. 
To recapitulate the writers’ main conclusions: the financial position at the end 
of 1920 was less satisfactory than at the end of December, 1919; the main cause 
of the slump lies in the inability of Europe to purchase our goods; the effect on 
industry of the British Government extravagance has been disastrous, and this 
is attributed, it should be noted, to pokicy—not primarily to departmental waste- 
fulness. The interdependence Qf the great trading nations and how the prosperity 
or destitution of any one inevitably reacts upon the prosperity of the others, have 
never been more clearly demonstrated than in this outspoken review. Pre- 
sumably, it reflects the views of the Federation of British Industries; and, if so, 
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it is important to note that this powerful organisation believes that if the normal 
flow of trade is to be restored: ‘‘ Arbitrary restrictions are bad, and should only 
be employed in cases of absolute necessity. In particular, every effort should be 
made to help the Continent to rehabilitate its export trade.” Speaking of the 
present bad trade and unemployment, the authors declare: “It must be recog- 
nised that this storm is largely of our own creation, and was born from wide- 
spread extravagance, and the hatreds and suspicions left behind by the war. 
If our industrial system is to survive, we must cease violating the fundamental 
economic laws.” 

Valuable tables and charts showing the movement of prices and the exchanges 
during the past year are included. 


Measure your Mind 


The Mentimeter and How to Use It. By FRANK PARKER STOCKBRIDGE and 
M. R. TRABUE, Ph.D. (London: George G. Harrap & Co., Ltd., 2 and 8 Ports- 
mouth Street, Kingsway, W.O.) Oloth, 249 pp. Price 10s. 6d. net. 


“A large number, possibly as many as a hundred, of the largest industrial 
corporations of America have already (1919) adopted in whole or in part some 
system of scientific mental tests for the classification and grading of present 
vacancies by promotion.” ‘This statement, extracted from the chapter headed 
“ Mental Tests in Industry ” in this very thought-provoking volume, will be read 
with some astonishment by industrial managers and administrators over here. 
The value of intelligence tests based on the Binet-Simon scale for estimating the 
mental capacity of school-children is being closely studied by our teachers ; but, 
save in a few very exceptional cases, there has been no attempt on the part of British 
employers to apply these scientific methods to the selection of their staffs. The inter- 
esting account given in this work, of what has been accomplished in America, appeals 
to us, therefore, with the greater force. Thereintelligence tests are no longer regarded 
merely as an experimental method of measuring individual capacity, but as a 
scientific standard of comparison which has been successfully applied to univer- 
sities, schools and colleges, the 'Army, and all grades of civil employees; and 
which will, eventually largely supersede the present methods of estimating 
intelligence. 

That intelligence tests will ever entirely supersede individual judgment is more 
than doubtful. “The measure of man’s mind” will probably always elude the probings 
of the psychologist. Let us not be misunderstood. It is certainly possible to 
measure the individual’s mental capacity, his mental ability, and the extent of 
his acquired knowledge with a far greater degree of accuracy than can be 
approached by the mere guesswork of the personal interview. What the late 
Professor Bain called ‘‘ Nature’s impassable barriérs’”’ can be ascertained, but 
within those definable limits there are qualities and possibilities that are quite 
immeasurable. The moral qualities which differentiate one individual from 
another as completely as any variations of intellectual capacity and equipment, 
defy the tape-measure of the psychologist. In other words, the mental content 
of the individual can be measured, but can the psychologists measure the man 
himself? Many a worthless idler would come through these intelligence tests 
with flying colours. Granted that certain moral qualities are conditioned by 
physical characteristics, it is still true that by the law of compensation individuals 
who are by no means brilliant from the intellectual point of view, but who are 
possessed by the will to succeed, develop qualities of patience, energy, perseverance, 
and determination which are immensely valuable in the struggle for existence, 
and which frequently carry them far ahead of their more richly endowed com- 
petitors. The race is not always to the swift. Nevertheless, British business men, 
who put not their trust blindly in intelligence tests, will do well to study the 
temarkable results which have been achieved in America by their use, and will 
find this volume an excellent guide. 

A. S. A. 
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The Literary Year Book for the Year 1921 


(London: Geo. Routledge & Sons, Ltd., 68-74 Carter Lane, E.O.) Limp 
cloth, 608 pp. Price 8s. 6d. net. 


This well-established reference book is now edited by Mr. Mark Meredith, an 
able journalist who 1s a frequent contributor to this magazine. The work will 
be found a mine of valuable information not only to the writer, for whom it is 
specially intended, but also to the general reader. In an interesting introduction 
the Editor sums up the literary achievement of the past year. Few will cavil 
at his suggestion that “one would like to see an increasing recogmition by the 
State of men of letters and journalists, with a decreasing reward for mere political 
ends. The best achievements of humanity are fostered more by real litera‘ure 
and clean press work than by politics.” The Information Bureau established by 
the Editor may be confidently recommended to the business man who wishes to 
get in touch with a journalist competent to “ write up” manufacturing processes 
or to help forward a sales campaign. 


Industrial History 


An Introduction to the Industrial History of England. By A. P. Usumr, Ph.D. 
(Harrap). Price 15s. net. 


Mr. Usher’s book strikes a new note. It calls itself, modestly, “ An Introduction 
to the Industrial History of England.” It is written for jumor students, but as 
a matter of fact it is a thoroughly useful book for the general reader. It treats the 
subject widely, and includes a very well-reasoned consideration of agrarian history, 
as also a wider vision of industry generally than might be indicated by the title, 
for English industrial history is-woven into the industrial history of other countries 
and cannot be treated separately. The chapters on early economic history are 
of the utmost value. It will surprise the average reader to learn that the specialising 
of industrial processes took place so early; that even in the times of the Greeks 
there was some sort of ‘‘factory’’ system; that in the France of the eleventh 
century there were well-organised guilds, with fine distinctions in trades. So we 
shall not be surprised at finding Mr. Usher giving special accounts of the cotton 
trade and the metal trade, and laying emphasis upon Blanqui’s theory of the 
Industrial Revolution in England as a co-ordinate of the Political Revolution in 
France. It is of the utmost importance that this should be understood, for the 
Industrial Revolution, as the conquest of machinery only, 1s not quite so modern 
as we have supposed. The development of town life in the earlier centuries, the 
growth of political demands centuries later, the application of power, and the 
extension of the economic world were all factors, and some of them have not been 
given their due weight. 

An American is at a little disadvantage in discussing the later problems, such 
as collective bargaining, theories of wages and combinations and monopolies, 
but Mr Usher has fresh light to throw on these subjects and many aspects with 
which students in England are familiar are viewed from a new angle. Here, for 
example, is a striking paragraph— 

The modern industrial system has changed the position of the artisan. 

In a sense there is little place for the artisan of the old type. Modern industry 
does not need mere acquired manual dexterity, but rather capacity to accept 
responsibilities. The well-paid worker of the present time is paid for a different 
kind of qualities. In the old system acquired skill was paid for. To-day, 
essential human qualities are paid for; power and capacities that can be 
improved by training, but not in any real sense created by training. 

This is probably true, but as yet industry im practice has not discovered it, 
or applied it. We have given way to the idea that the Industrial Revolution has 
made the man into a part of the machine while, as a matter of fact, it has laid more 
insistent demands upon human qualities. TeL. 

96 





. Photo, Elliott & Fry 


THE RIGHT HON, LORD PIRRIE, K.P. 


presenter by Herina- Jivraj, 
BOFFAY 
Through 1. D. Ghelani, 


Business Organisation 
and Management 


MAY, 1921 


[Youre w] ——— [69] ——— [Wows 2] 


NOTES OF THE MONTH 


The Manfield Welfare Scheme 
Poe by the depression in the boot and shoe trade, Messrs. 
Manfield & Sons, Ltd., of Northampton, have arranged a generous 
welfare scheme for their workpeople, which has aroused considerable 
interest. Mr. James Manfield and Mr. Harry Manfield, the principal 
members of the firm, have allotted to a trust fund 41,000 £1 shares in 
the company, the income from which is to be used by the trustees for 
the benefit and welfare of the employees. To further the scheme the 
company has purchased a large area of land opposite the factory, and 
will lay this out as a sports and recreation ground. 


* * * 


Power Alcohol Development 

The question of alcohol production in England for power purposes 
is to be studied by an important committee which has recently been 
appointed. The supply is practically inexhaustible, and any quantity 
production scheme, which would enable the denaturing difficulty to be, 
overcome, would undoubtedly be treated seriously by the Government. 
The committee consists of Professor A. M. Low, Mr. Sinkinson, of the 
Imperial College of Science and Technology, Mr. Caillat, the director of 
Zenith Carburettors, Mr. Able, of the Automobile Engineer, Mr. Thomas, 
of the Motor, and the Hon. V. A. Bruce. 


* * * 


The Beginnings of Big Businesses 

The modest origin of great businesses is a commonplace story in the 
City, and serves as a perpetual encouragement to “ vaulting ambition.” 
The latest example is provided by the rapid development of Messrs. 
R. E. Jones, Ltd., the enterprising firm of caterers who have recently 
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acquired the Piccadilly Hotel. Who would imagine that this highly 
prosperous concern began with the retailing of midnight cups of tea and 
coffee to thirsty printers in Cardiff, yet such is the case. Mr. Leigh Jones, 
one of the four sons of the founder, gives the following account of the 
commencement of the business to a newspaper interviewer— 


My father, who founded it, was a compositor on the Western Mail at Cardiff 
forty years ago. The supper-break and the difficulty of getting even a cup of 
tea anywhere near midnight suggested to him the profitable possibilities attaching 
to the provision of such facilities. Accordingly, he hired a room in the Rotunda 
Building, where he opened a stall under the style and title of the “‘ Great Western 
Coffee Tavern.” My father himself carried the water for the making of the tea 
and coffee and personally superintended the service of his customers, who were, 
in fact, his fellow night-workers. The profits were so encouraging that it was not 
long before he launched out boldly, and now although, on account of ill-health, 
he has had to forego active participation in the conduct of the business, he retains 
his interest and follows its progress very keenly, 


To-day the concern has numerous important establishments in Cardiff, 
Swansea, Bristol, Exeter, and Porthcawl, and it has established a series 
of successful restaurants and hotels in London, of which the Piccadilly 
is the most recent example, and which are conducted with exceptional 
enterprise and ability. 


* * * 


Curiosities of Company Finance 

Mr. H. W. Jordan, a director of the well-known firm of company 
registration agents, drew attention to some interesting curiosities of 
registration in the course of a recent lecture before the Certified 
Accountants’ Students’ Society. For instance, a grocery company was 
registered last year with a capital which included 900 employees’ shares 
of one penny each. Another had a capital of £468 15s., divided into 
112,500 1d. shares to carry on the business of bankers. Twenty-five 
years ago a company was registered with a capital of {1 in farthing . 


. shares. Again, a company to acquire “ valuable and extensive business 


premises in London,” was registered with a capital of £2, divided into 
480 shares of Id. each. Some years ago another company was formed 
with the object of gathering sea foam and extracting gold fromit. Many 
credulous persons subscribed to it, but needless to say, the venture did 
not prove successful. Thousands of pounds were subscribed in the early 
nineties by people who were persuaded to believe that it was possible 
to make excellent wine by the simple method of importing compressed 
dried grapes from Spain, Italy, and elsewhere, saturating them with 
English water, extracting the “juice,” and subjecting it to a special 
process. Most remarkabkt of all, perhaps, was Mr. Jordan’s statement 
that of the 182,000 companies registered from 1862 to date, nearly one- 
half were still in existence. Commenting on these curious registrations, 
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“ Midas,” of the Financial News, recalls other fantastic schemes which 
have occurred within his own personal experience. He remembers the 
formation of a company to collect road-sweepings for the purpose of 
extracting the waste rubber that had worn off tyres—a fantastic scheme 
to which a few people actually subscribed. Audacity could hardly go 
further than in the case of the promoters of another company, “ the 
objects of which were to be disclosed after the directors had gone to. 
allotment.” 





* * * 


Far East Adopts the Metric System 

The adoption of the metric system in this country is probably brought 
a stage nearer by the news that the Japanese Parliament has voted a 
law making the adoption of the metric system obligatory in Japan. 
This is circulated by the Director of the International Bureau of Weights 
and Measures, M. Guillaume. The metric system has been optional in 
Japan since 1893, when the decimal system was adopted side by side 
with the Japanese weights and measures. In China the decimal system 
was adopted in 1908 and the metric system, which was adopted in 1913, 
should become obligatory in 1923. In Siam the metric system has been 
obligatory since 1912. Thus, the metric system has been adopted 
throughout the Far East. Its opponents in the United States, Great 
Britain, and the Colonies, who based their objections partly on the 
necessity of conserving the English way of reckoning in the East, 
consequently now find this important plank in their argument removed. 


* * * 


Modern Conceptions of Aristocracy 

Business men are re-shaping their conceptions of aristocracy—a 
curious fact to realise, and one surely not without significance in these 
days of triumphant democracy, which are so full of disillusionment for 
many idealists. To Mr. Austin Hopkinson, M.P., one of the most 
remarkable figures in public life, aristocracy connotes personal sacrifice, 
and he remains profoundly convinced that the country is faced with a 
situation in which employers as a body must be content either to take 
a smaller proportion of the proceeds of industry or be prepared for a 
very unpeaceful revolution. A successful employer himself, with the 
opportunity of making a fortune in mining machinery, this conviction has 
led Mr. Hopkinson to adopt a very generous scheme of profit-sharing in his 
own business, which will effectually prevent any possibility of his ever 
becoming personally wealthy, and to urge in the House of Commons 
and elsewhere the need for this new aristocracy of sacrifice as a remedy 
for the social unrest of the time. Quite recently, Mr. Hopkinson handed 
over his mansion to a Lancashire district council for the benefit of his 
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neighbours, and went to live, modestly enough, in a barn converted 
into a bungalow. It is impossible to deny to Mr. Hopkinson’s convictions 
the respect which their obvious sincerity inspires, and it is but fair to 
add that his scheme of profit-sharing—a scheme quite distinct from 
the principle of co-partnership—has been followed by a remarkable 
increase in the output of his works. 


* * * 


Another Manchester Precedent 

Meanwhile, Mr. W. A. Appleton, the General Secretary of the 
Federation of Trade Unions, and one of the most thoughtful and influential 
men in the Labour movement, has been preaching another conception of 
aristocracy. He also has been studying social unrest, and he gave a 
striking address on its origin, symptoms and treatment before the 
Manchester Chamber of Commerce a short time ago. It is not often that 
the successful, hard-headed men of business who are members of Chambers 
of Commerce invite the representatives of Labour to address them, and 
it is to be hoped that this excellent Manchester lead, from which both 
sides have everything to gain and nothing to lose, will be widely followed. 
Mr. Appleton believes that in the modern State the highest classes 
should be those who do most and not those who spend most ; those who 
try hardest, who set duty above rights, and who view with greater 
regard their duty towards their fellows than their duty towards 
themselves. 


* * * 


Industry and the Root Causes of Unrest 

It would not be difficult to prove an analogy between Mr. Appleton’s 
conception of aristocracy, and that which inspires Mr. Hopkinson, the 
employer, though the practical steps for the settlement of industrial 
unrest which each would take differ materially. Mr. Hopkinson is an 
individualist, and by generous profit-sharing and high wages would 
maintain the worker’s absolute independence, enabling him to provide 
for the accidents of life himself, without outside assistance. Mr. Appleton, 
on the contrary, would make provision for sickness, unemployment, 
superannuation, and death a charge on Industry. He is satisfied that the 
attempt to make the State the unit for dealing with these contingencies 
has failed. On the other hand, they must be dealt with; they beget 
fear in the worker and are a root cause of industrial unrest. That 
individual industry should provide for its own sickness, unemployment, 
superannuation, etc., is a familiar idea which has been advocated by 
many leading employers who share Mr. Appleton’s conviction that State 
action is a costly and cumbersome failure. As a matter of fact, Industry 
to-day bears all the charges for existing insurances, though in order to 
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conciliate interests, says Mr. Appleton, they are nominally divided 
between the workmen, the employer and the State. It would be much 
more economical if existing systems of contributions were scrapped, and 
one substituted by which a percentage would be paid each week by 
every employer upon the wages of each worker. To those who would 
inquire, can industry bear the cost ? Mr. Appleton replies that it is doing 
so already, plus the cost of varied methods of collection and administra- 
tion. Under the present system there is a great deal of malingering and 
downright dishonesty, the medical service is ineffective, and the claims 
of old age are met in niggardly fashion. “ The Approved Society and the 
Unemployment Exchange offer more obvious and more dangerous oppor- 
tunities to the shirker than the old Poor Law ever did,” and ‘‘ the State 
must go out of these insurances against social and industrial contingencies 
if honesty is to prevail,” declared Mr. Appleton in notable passages. 
Under a system in which Industry rather than the State directly meets 
the cost the shirker can be dealt with as he ought to be—that is, as a 
criminal. Decent people may be expected to increase in efficiency and 
productivity, and unrest could be used to drive the social machine 
instead of to wreck it. 


* * * 


Heavy Taxation Driving English Companies Abroad 

The latest annual report of the Income Tax Reform Leagué refers 
very critically to some of the recommendations of the Royal Commission 
on the Income Tax. The League is an influential organisation, whose 
main object is to “ watch income tax legislation in the interests of 
commerce and industry.” It is feared that any attempt to bring casual 
profits within the scope of the Income Tax Acts would present insuperable 
difficulties, and insufficient consideration, says the Report, appears to 
have been given to the proposal. It would entail a review by the Inland 
Revenue authorities of the subsequent history of all casual purchases, | 
both great and small, and it would be an extraordinarily difficult thing 
to decide whether a purchase was made with a view to re-sell it at a profit. 
Moreover, in times of rising prices, a change of investment or even 
change of domicile, if the latter involved the sale of one house and the 
purchase of another, might render the seller liable to a claim for income 
tax on an amount equal to the rise in price, which would be clearly 
inequitable. 

The proposed extension of legislation whereby the profits arising out 
of undertakings controlled abroad, whether remitted to this country or 
not, is also condemned as further tending to the severance of all connec- 
tion between this country and companies and individuals who are in 
receipt of incomes which arise and remain abroad. It is pointed out 
that when the British income tax was first imposed, the rate of tax 
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was small, and, speaking generally, taxes on profits or income were 
non-existent in the foreign ’countries in which the profits were earned ; 
but the position has now completely changed (and apart from the partial 
relief now granted in the case of double income tax within the Empire) 
the claims for two sets of taxes might render foreign business impossible. 
While new businesses of this nature are being discouraged, many existing 
limited companies are arranging for the removal, not' only of control, 
but of their names from the British register, and for incorporation in 
the countries in which their work is carried on; the weight of taxation 
is obviously rendering such removals imperative ; and emphasis is laid 
upon the serious manner in which such migration affects the prestige: of 
this country. 
* * * 


Rise of the Motor Ship 

In the midst of the prevailing acute depression in shipbuilding, 
which has been accompanied by an unprecedented cancellation of orders, 
the progressive development of motor-shipping is the more remarkable. 
Between 40 and 50 motor-ships were launched or completed during 
the past twelve months, totalling between 400,000 and 500,000 tons 
dead weight, and, according to the Motor Ship, there are now quite 50 
per cent more vessels with internal combustion engines on order than 
was the case a year ago. Technically, equal progress has been recorded, 
so that motor-ships of 14,000 tons, with machinery of over 6,000 h.p., 
are now turned out regularly as standard craft. 


* * * 


Giving Labour the Facts: Engineering Trades’ Action 

The extraordinarily impressive statement issued in the form of an 
explanatory booklet to Labour by the Engineering and National 
Employers’ Federation during the negotiations on the proposed reduction 
in wages, which set forth the depressing facts of the present state of trade, 
marks a welcome development in the policy of “ giving Labour the facts.” 
In the necessary but unpleasant operation of reducing costs of production 
there is no policy better calculated to secure the full co-operation of 
the workers. The operation is entailing drastic reductions of wages 
throughout the country, and no effort should be spared to convince the 
sufferers that these reductions are unavoidable in the present abnormal 
times if British trade is to be recaptured. Less would be heard of 
alarmist cries about attacks on wages if all those who are compelled to 
adjust their prices to meet foreign competition adopted the example 
of the engineering employers and placed the position fairly and squarely 
before their men. 

The statement consists of some forty pages, and is a very elaborate 
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and comprehensive analysis of the factors which have caused such an 
astonishing slump in the demand for British engineering products during 
the past twelve months. The cause and effect of the slump in most of 
European exchanges are carefully traced. Emphasis is laid on the 
effect of the “ consumers’ strike, the coal strike, and the moulders’ strike,” 
this last being described as “ probably the heaviest blow ever struck 
against industry.” How the war has diminished the supply of new 
capital available for industrial enterprise, and the effect of the present 
burdensome taxation are also clearly indicated. It is shown how low 
individual output here and under-production elsewhere have forced up 
British prices to such an extent that customers abroad either cannot 
or will not buy our goods. The idea that there is any conspiracy to 
reduce wages in the sense that employers are refusing new orders and 
not putting existing orders in hand is disproved by the fact that, wherever 
possible, employers are making for stock in order to reduce unemployment 
to the lowest possible limits. The prohibitive cost of coal production 
is cited as an object lesson of the folly of reduced output. It is stated 
that the wages per ton in March were four times as high as pre-war, 
but, owing to low output, the miner was only getting 135 per cent more 
per week than in 1913. The’ whole tenour of the statement goes to 
prove that the necessity of reducing the cost of production is imperative, 
and immediate action in this direction is urged as the only way to prevent 
a great increase in unemployment. The conclusion of this very effective 
piece of propaganda from the employers’ standpoint is worthy of repro- 
duction as an indication of the spirit of sweet reasonableness in which 
the whole statement has been written. It runs as follows— 

There has been no conscious seeking for dramatic effect, but only a straight- 
forward effort by the employers to disclose to their workshop colleagues in the 
industry those facts with which an employer, from the nature of his work, is 
brought into constant touch, but which facts are often unknown to the worker in 
the shop, though bound vitally to affect him eventually. For over twenty years 
the engineering industry has been able to solve its difficulties by a frank exchange 
of views, and in the belief that the greatest difficulty it has ever faced can only be 
solved in the same way, this document has been prepared as an effort to present a 
comprehensive and reasoned statement of the case, and thereby secure the 
co-Speration of workpeople in bringing about the changes necessary to overcome 
the difficulty, 

At different points throughout this statement the necessity of decreasing cost 
of production has been emphasised. It is the considered opinion of the employers 
that a definite reduction in hourly rates and an increase in individual output are 
both necessary, The effect of the reduction on the standard of life will depend 


on the fall in the cost of living and the extent to which the workpeople maintain 
and increase their actual earnings by a greater intensity of output. 


* * * 


How Whitleyism Works at Bournville 
The success of the Bournville Works Council and its associated Shop 
Committees is widely recognised as one of the chief triumphs of 
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Whitleyism, and in issuing a detailed description in pamphlet form of the 
working of the scheme, the directors of Messrs. Cadbury, Ltd., are to 
be congratulated on having performed a useful piece of social service. 
The pamphlet, which is entitled “ A Works Council in Being,” was 
compiled in order to meet the many requests for information which have 
been received from both employers and labour organisations. There 
are 8,000 employees at Bournville, well organised as regards Trade 
Union membership, and full recognition of the various unions represented 
in the works is a fundamental part of the scheme. Drafted by the 
workers and the management, sitting side by side in equal numbers, it 
has been actively adopted as an integral part of the factory organisation. 
The unit of the scheme is the Shop Committee, of which there are no fewer 
than 130. It consists of elected members of a shop, under a foreman 
or forewoman, in the proportion of not less than one representative to 
every ten employees on the men’s side, and every twenty on the women’s. 
Next comes the Group Committee, composed of representatives elected 
from the Shop Committees, known as Group representatives, and there 
are eight groups. Finally, the Works Council, composed of repre- 
sentatives of each group, and elected by the whole of the employees in 
that group. Management representation enters the scheme at the 
bottom, in the Shop Committee, on which the departmental heads sit 
as members, and at the top as the constituent half of the’ Works Council. 
There are two distinct Councils at Bournville Works, one for the men’s 
affairs, the other for the women’s. The duties of the Council are already 
extensive, but they are by no means fixed, and developments in the 
direction of larger responsibilities are anticipated. At present working 
conditions, wages, technical methods, welfare, and suggestions for the 
promotion of general efficiency all come within its jurisdiction, and the 
work is onerous, as will be seen from the fact that in little more than a 
year, the period covered by the first report of the two councils, 200 
meetings were held on the men’s side, and 237 on the women’s, a total of 
437. For the control of all these matters the Works Council is 
responsible to the Board of Directors. Details of the work of the 
Standing Committees are presented in tabular form, and indicate the 
very important part which the Council is taking in the administration 
of the factory. i 
* * * 


Sharing the Control of the Factory 
In view of the great interest taken at the present time in various 
experiments which aim at giving the worker a greater share in the 
control of industry, it is important to notice the various developments 
of this nature at Bournville. The tendency for the Council to share with 
Management certain branches of factory administration which have 
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hitherto been regarded in Industry as duties and functions of Management, 
is specially commented upon in the pamphlet. This tendency is 
exemplified in the making and revision of works rules, the arrangements 
for establishing a 44 hours week, and the participation in the arrangement 
of wages systems. Another interesting example quoted is the establish- 
ment of Discipline Tribunals, on which the workers are equally represented 
with the Management, and which enjoy their confidence because they ` 
feel that through them they will get justice. At the beginning there 
was a tendency to use the Council as a vehicle of complaint, but this soon 
yielded to the desire to employ it in constructive work for the general 
good. The tendency which developed early for the workers to regard 
the Management as a source of ready information on technical methods 
or matters of business policy is noted as being of immense advantage in 
the joint labours. Other important advantages derived from the scheme 
are indicated, and, of course, its paramount advantage of promoting 
good relations between capital and labour is not overlooked. In con- 
clusion, while the complicated machinery of committees and sub- 
committees, the expenditure of time involved, and the cost are freely 
admitted, the question is asked, pointedly enough at the present juncture, 
“Is the time, trouble and expense involved by the successful establish- 
ment of Whitley Councils greater or less than that the nation incurs by 
constant industrial wars and disputes?’’ That is, of course, a questio 
which every employer will answer for himself, and it is one over which 
the present state of the country will give him “ furiously to think.” 


* * * 


The Railways and Road Transport 

The Committee of Inquiry appointed by the Ministry of Transport 
to consider whether it is desirable that railway companies should 
have general or limited powers to carry goods by road, have issued three 
different reports, which have been published as a White Paper. The 
first, signed by the chairman (Mr. J. H. Balfour-Browne), Mr. Arthur 
Watson, and Sir Thomas Williams, states that it would be something 
in the nature of a calamity if railway companies secured a practical 
monopoly of the road transport of this country, as they have secured a 
practical monopoly of the railway traffic, but the signatories believe that 
Parliament could prevent this by adequate restrictions of the powers 
to be conferred. They conclude that the railway companies should have 
general powers restricted and hmited, first by the Traffic Acts, second 
by a clause similar to Section 9 of the Ministry of Transport Act, and 
third by the control of charges by the Minister of Transport, who would 
act solely in the interests of the public and he responsible to Parliament. 
It is mentioned that an objection to granting general powers was that it 
would have the direct effect of increasmg the power of railway workers’ 
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unions, and that in the event of another strike it would be more difficult 
for the Government to cope with the emergency by reason of the greater 
powers of the National Union of Railwaymen. The second and Majority 
report, which is signed by Messrs. H. Currington, G. A. Dutfield, J. J. 
Hughes, and E. S. Shrapnell-Smith, states that it is their reluctant con- 
clusion that it is not desirable for the railway companies to have general 
or limited powers to carry goods by road, and that their present powers 
are sufficient for all the legitimate purposes of a railway company. It 
is noted, however, that some railway companies have been a law to them- 
selves, and have already, even without statutory powers, entered upon 
the trade of road hauliers, and are at the present time competing with 
the ordinary road carriers. Mr. Ben Smith, secretary of the United 
Vehicle Workers, signs the third report, and is in favour of establishing 
“test services ” in agricultural or other sparsely populated areas, purely 
for development purposes. 

As a result of these conflicting reports, the position is hardly likely 
to be altered in the near future, and we may expect to see further 
unofficial development by the railway companies in the direction of road 
haulage. This will probably result in the question being raised again 
in a more acute form after the departure of the present Minister of 
Transport. Sooner or later the threatening position, so far as the railways 
fre concerned, created by the severe competition of motor transport, will 
have to be adjusted. The report of this Committee of Inquiry merely 
postpones the inevitable. 


+ * * 


The Oficial End of the War 


Unhappily, the war is not yet over, officially, and the great 
inconvenience to commercial interests which is caused by the existing 
uncertainty is apparently likely to continue for the present. According 
to the Termination of the War (Definition) Act, 1918, the war ends as 
near as possible on the date of the deposit of notifications of the last 
Treaty of Peace. Mr. Lloyd George stated in the House of Commons on 
the 4th April that he could not introduce an amending Bill, but unless 
there was agreement at an early date between Turkey, Greece and the 
other Powers the question could not be left indefinitely. The Government 
was now waiting to hear of Turkey’s acceptance of the Treaty 
modifications. 

Evidently, “ the sick man of Europe,” who has just been given 
another lease of life by the Powers, is the last man to be hustled ! 





One of the makers of modern Belfast, a great ship-builder and designer, and a wonderful 
organiser—_Lord Pirrie—is here the subject of an attractive character sketch. 





Master Minds in Business 
No. 5. LORD PIRRIE 
(By A FRIEND AND ADMIRER.) 


A CAPTAIN of industry, indeed, is Lord Pirrie. He is head of one of 
the largest aggregations of industry of our time. Mr. Usher, in his 
striking book on the history of industry in England, cites this aggregation 
as one of the most remarkable of modern times. He shows how it is a sys- 
tem of vertical aggregation rather than horizontal, seeing that the various 
elements of which it is composed stand in the relationship to each other 
of dependents rather than rivals. Lord Pirrie belongs to Belfast in a 
special and peculiar sense. His grandfather was a large shipowner and a 
prominent member of the Belfast Harbour Board. From him Lord 
Pirrie gained his initial enthusiasm for doing all in his power to make 
the port of Belfast into the favourable harbour which Nature did not 
seem to intend it to be. For Belfast is founded on mud, and in the old 
days the channel was tortuous. However, Lord Pirrie initiated and 
inspired the movement for cutting a deep channel. It is the most striking 
perhaps of multitudinous evidences of Lord Pirrie’s constant interest 
in his native city. Now the visitor to Belfast, coming up the Lough, 
cannot miss the great steel structures of Queen’s Island where the greatest 
ocean liners are built. ‘‘ The Island,” as the Belfast residents call it, 
is one of the largest individual industries in the world. Forty years 
ago Lord Pirrie was taken into partnership, having been associated with 
“ The Island ” since his boyhood almost. Since that time the industry 
has grown enormously. Apart from the vertical aggregation to which 
we have alluded there are branch establishments at Liverpool, Glasgow, 
and Southampton. The weekly wages bill is about £200,000, and I 
rémember when there was a.silver shortage in Belfast during the war, 
with what difficulty the authorities of Messrs. Harland & Wolff gathered 
together the necessary silver for their vast payments. It is interesting 
to know that in 1914 the total tonnage of ships constructed by the firm was 
less than 183,000 tons. 


In the Forefront of the Pioneers 

One of the most remarkable personal characteristics of Lord Pirrie is 
his open-mindedness. Nowadays there seems to be a sort of re-action 
against the energetic scrapping which was regarded a few years ago 
as the sign of the progressive mind. In fact-it has been said that sound 
organisation is striving rather to use all manner of means to make 
the best of existing plant and that the balance of advantage is 
pivoted a little differently from what used to be regarded as 
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the fulcrum. It is probable that in this matter Lord Pirrie represents 
rather an advanced type. He is always ready to scrap; always on the 
outlook for something fresh which may promise advantage, and he does 
not wait for the advantage to be proved. Twin screws, quadruple ex- 
pansion, improvements in steering gear and in water-tight door construc- 
tion, the internal combustion engine—in all these matters he has been in the 
forefront of the pioneers. He has always been an eager student of the 
profound economics of commerce. There are few branches of trade 
and commerce with which he has not been identified or, at any rate, 
with which he has not so intimate an acquaintance as to justify taking 
an actual part. Shipping, railways, oil, steel, coal, have all come within 
the orbit of his activities, and last but not least banking has claimed the 
advantage of his unrivalled experience and knowledge of the world’s 
trade. To a banker this knowledge is of the utmost importance, 
and Lord Pirie has not studied the economics of business merely 
from an academical point of view but has sought his information 
on the spot in all the principal routes and in the main centres of commerce 
throughout the globe. In the States, in the Pacific, in New Zealand and 
Australia, India, South and East Africa, he has studied for himself the 
problems upon which depend the development of trade and the protection 
and expansion of British interests. His great powers of observation 
in all these fields he has turned to such good account that in many cases 
the trade has been revolutionised by the vessels and other facilities 
provided as a result of his enterprise and advice. 


A Great Shipbuilder and Designer 

In our vast network of trade throughout the Empire ships are the 
connecting link between our world-wide interests, and Lord Pirrie has been 
instrumental in placing on the ocean the majority of our large liners, 
as well as vessels of all classes. The Harland & Wolff ship is seen and 
recognised on every sea, and the record of production has been one of 
continuous development and progress. Just as Lord Fisher was the author 
of the big battleship that ensured our Naval supremacy at the supreme 
crisis in our history, so Lord Pirrie in the still wider field of commerce 
has been the author of the most suitable types of vessel to retain for 
Britain that power of economical transport that is so vital to our maritime 
supremacy. For instance, in the ships constructed by him specially 
for the Australian trade it became possible to bring and place on the 
London market the produce of the antipodes at a lower rate than the 
same commodities could be delivered there from the agricultural districts 
of Ireland. 

The value of his services to the nation in the constant improvement 
and enlargement of our ships canhardly be estimated in view of the happen- 
ings of the past few fateful years. Repeatedly he forestalled attempts 
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of the shipping magnates of other countries to undermine our shipping 
supremacy. On the Atlantic, in the Mediterranean, South African and 
Far Eastern trades the vessels constructed by Lord Pirrie’s firm under 
his direction have met every fresh development as it occurred, keeping 
pace with every advance and the accumulation of interests. There has 
been no marking time. As harbour and dock facilities grew in various 
parts of the world the ships were there to utilise them to the utmost 
limit, and Lord Pirrie has himself by his powerful advocacy and his 
genius for anticipating the requirements of the various trade movements, 
foreseeing and providing for the possibility of international commerce, 
infused into the port authorities something of his own spirit of progress. 


Lord Pirrie’s War Activities 

To have built the entire White Star fleet would of itself lend dis- 
tinction to any man, but in addition to this Lord Pirrie has been largely 
responsible for the building up and efficiency of many of our other large 
shipping fleets. The Royal Mail, Union-Castle, P. & O., Leyland, Atlantic 
Transport, Elder Dempster, African, British & African, Glen, Bibby and 
other lines are composed very largely of vessels of his building, and not 
alone in time of peace have the fleets of his production rendered invaluable 
service to the nation, but in the stress of war, during the South African 
struggle and still more during the great war which we have just passed 
through, the vessels for which he was responsible may be said to have 
determined the success or failure of the national enterprise. This is a 
weighty assertion, but as the crisis developed it was borne in upon every- 
one that the national requirement was “ships and more ships.’’ As 
transports, armed merchant cruisers, hospital ships, and last but not 
least (and in fact at the time even more essential) the trading vessels 
that brought the supplies the nation needed for its sustenance and its 
fighting forces, the vessels produced by Lord Pirrie were ubiquitous ; 
and one—the Olymptc—probably rendered the most distinguished 
part of any vessel during the struggle, having run throughout the entire 
period of hostilities some 184,000 miles and conveyed 200,000 people ; 
although constantly attacked by submarines this vessel escaped by her 
speed and great manoeuvring power. 

Then at two critical stages of the war Lord Pirrie came to the rescue, 
first by concentrating the enormous capacity of his great works on naval 
vessels—-monitors, cruisers, destroyers and other types. These were 
all built in record time and met some of the clamant needs of the day. 
Most of them were undertaken in conjunction with Lord Fisher and they 
included the Glortous—one of the special types of vessels that eminent 
sailor devised to outwit the enemy ; and as Controller General of Merchant 
Shipbuilding at the Admiralty Lord Pirrie was successful in organising 
the nation’s output in merchant vessels. 
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Nor does this exhaust the record of his lordship’s war activities. 
The closer the acquaintance of government officials with his commanding 
genius and power of organisation the more he was looked to during the 
war for further efforts to meet the situation, and one of the most rapid 
accomplishments was in connection with the Air Service. The vast 
resources of the woodworking departments in Lord Pirrie’s great estab- 
lishment in Belfast were, at the request of the Government, turned on 
to aircraft production and not only hundreds of the small craft but the 
largest and most powerful death-dealing weapons of the air were produced. 
A large aerodrome was constructed near Belfast entirely by Lord Pirie 
for the erection and testing of large machines, this, like everything else 
he touched, being completed more rapidly and more economically than 
anything of its kind in the United Kingdom. 


A Tireless Worker 

The attainment of such a commanding position in the commercial 
world has of course not been without long sustained effort. Lord Pirrie 
is the soul of industry, and all his natural talents have been cultivated 
to the fullest extent and applied with consummate skill and untiring 
perseverance to the accomplishment of great ends. Thoroughly practical 
in his profession, he has added to his technical knowledge those qualities 
that make a complete business man and a man of affairs. One of the 
delights of acquaintanceship with Lord Pirrie on the part of other ex- 
perienced men of business and culture is his versatility and the illumina- 
tion he is able to give a wide range of subjects. A master mind, he has 
a wonderful faculty for getting the best out of his associates ; a marvellous 
power of organisation ; a foresight that has been demonstrated in regard 
to many great projects, and an optimism that his career has amply 
justified—these are his outstanding characteristics. 

Nothing has revealed Lord Pirrie’s insight and foresight so clearly 
as his adoption of the Diesel principle of internal combustion engines 
and their adaptation to marine propulsion. This development bids fair to 
revolutionise our shipping. It will thus be seen that one of the elements 
of Lord Pirrie’s success is the capacity he has always shown not merely 
to move with the times but to advance ahead of the times. Undoubtedly 
another important element, which Lord Pirrie himself would acknowledge 
as contributing to his success in the industrial world, is the confidence 
that has always existed between himself and his employees. No better 
evidence of this could be adduced than the immunity of Belfast from 
labour troubles during the war, the record of Belfast for industrial 
service to the empire being in many respects unique. 


His Interest in Public Affairs 
Apart from his business interests Lord Pirrie has taken a leading part 
in public affairs. He was Lord Mayor of Belfast and with Lady Pirrie 
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entertained the present King and Queen. He has been instrumental — 
‘in procuring many good works for Belfast, including the Royal Victoria _ 
Hospital and the City Hall. He is intensely interested in Higher Education, 
and especially in that aspect of university education which in these latter 
days is developing the study of commerce. He is a Privy Councillor, 


a Doctor of Laws and a Doctor of Science, the latter from Dublin Uni- _ 
versity in recognition of his eminent services in the industrial development __ 


of the country. In 1906 he received his peerage and two years later his 
Knighthood of St. Patrick. He is Pro-Chancellor of Belfast University 
and was mentioned as a possible Viceroy under the new Government of 
Ireland Act. 


A Tribute to Lady Pirrie 


In these cases there are certain conventional phrases i in which one sidas 
to more intimate matters, but I wish to say that in writing of Lady Pirrie 
I am laying aside all mere conventional tribute. She isin the true sense _ 


of the word a help-meet. Her knowledge of the ins-and-outs of all the S 
“ ramifications of the industries associated with Lord. Pirrie’s enterprises. 
is amazing, and withal she carries that knowledge with a charm, witha _ 


width of outlook and a tenderness of sympathy to which it is a special _ 
happiness to pay tribute. The family life at Witley Court touches all 
sorts of fundamentals, including farming, in which Lord and Lady Pirrie 
continue to be as deeply interested as in their other varied pursuits. 





Playing for Safety and Efficiency — 


r AVERIA has many effective devices to improve efficiency and smooth 
working, and rather a striking instance of such methods is seen in __ 

that adopted by the Dodge Manufacturing Company to eliminate or 
reduce the number of accidents in their works. In effect, they ask their 
employees to join them in playing the game of safety first. The works 
are divided up into a number of divisions ; and these are set competing 
against each other, by the offer of prizes, for the elimination of accidents. 
The idea of a game is further suggested by the use of a scoring board 
which shows the progress of the competition, as the scoring board of a 


cricket match shows the progress of a game. The method adopted is toc- 


start each department with a score of 1,000 points and to deduct from 
this the number of “ days’-time ” lost by each department owing to 


accidents. The score board is exhibited each month at the entrance 


to the works, so that each department will see how it stands in the 
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competition, in which interest is further stimulated by monthly prizes for 
foremen and men, while at the end of the year all men in the winning 
department, or in a department having a perfect score, receive two days 
extra pay. This is an expenditure which the firm is satisfied costs very 
much less than would a return to the old system when accidents were ever 
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šo much more frequent. The men are so keen in fact on this competi- 
tion that the firm declares that sometimes considerable tact and diplomacy 
have to be used where the carelessness of an individual causes an accident, 
and so lets down the record of his section and fellow-workers in it. The 
system of economy has been arrived at after long and careful experiment 
lasting over the past eight years and the greatest proof of its fairness is 
its acceptance by the workers and their satisfaction with it. There has 
been a marked decrease in accidents since the adoption of the system. 




















"his valuable article places before the business man full details of important en 
~ developments in the adaptation of wireless telegraphy to commercial purposes. o 











Commercial Wireless Communications 
By LmoT.-CoL. 0. G. CRAWLEY, M.LE.E. a 
A Summary of the Present Position 


WEES communications may be divided into two divisions : 
< mobile and fixed. Mobile communications are those with ships 
and aircraft, fixed communications are those between fixed stations. 
It is pretty obvious that mobile communications are by far the more 
important so far as wireless is concerned, for as soon as the mobile craft 
is out of visual touch, there is no other means of communication, 
whereas between fixed points there may be land lines or cables. : 
Regulations governing wireless communication with ships are con-— 
tained in an International Convention dating from 1912. This Con- 


vention is naturally somewhat out of date, and its revision was considered 


provisionally last autumn by an Inter-Allied Conference in Washington. 
The next Convention will probably be held this year, or, at latest, next 
_ year. Ships’ wireless communications divide themselves into those of the 
Navy and of the Mercantile Marine. 


-` Naval Wireless Communications 

In the Navy, the chief point which requires consideration is 
“ Selectivity.” The vital importance of this will have been noticed 
from the reports recently published of the Battle of Jutland, where, 
owing to the jamming of one particular signal, the whole course of the 
battle was materially altered. Besides the elimination of jamming 
from enemy ships, special selectivity is required to prevent jamming 
_ from one’s own ships: for instance, a battle fleet in close formation 
must be in wireless touch simultaneously with coast stations, cruisers, 
destroyers, submarines, and aircraft, so that to prevent messages from: 





_ different sources jamming one another, selectivity becomes absolutely 
essential, This can only be obtained by a different wave being used = 


for each line of communication. As a matter of interest, it might. be 
mentioned that submarines when just submerged can intercommunicate 
by wireless up to distances of about 10 miles and, if submerged 10 ft., 
up to distances of about 3 miles. On the surface, of course, the dis- 
tance is largely increased up to, say, 50 or 100 miles. The Navy has 
at present 17 medium power coast stations abroad for the purpose of 
_ communicating with naval ships, and to a certain extent with ships 
of the Mercantile Marine. Of these stations, only two—those at Malta. 
and Gibraltar—were in being before the war; and if the other 15, 
which are distributed over the Empire, had been working at the com- 

mencement of the war, there is little doubt that many millions of pounds 
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would have been saved by the speedy rounding up of German raiders. 
There are also a number of small Government coast stations throughout 
the Empire for communication with ships, and in India and the 
Dominions there are some medium power stations used for internal 
communications. 


Mercantile Marine Installations 

In the Mercantile Marine, selectivity is not of such great importance, 
because of the outstanding necessity of all ships within range being 
able normally to receive the Distress Signal. This signal is always sent 
on the 600 metres wave, and all ships are. compelled to keep watch 
normally on that particular wave, thus making the conditions quite 
different from those governing naval communications. Recently another 
wave-length has been arranged for clearing passenger traffic, and the 
Post Office has erected a station at Devizes for communicating with 
ships on this particular wave. Many of the large passenger ships are 
now being fitted with this special wave, and the range between them 
and Devizes is about 1,200 miles. The ranges obtained by ships on 
their normal sets are a few hundred miles with coast stations, according 
to the size of the ship and the installation fitted. In this country, every 
passenger ship and every ship of 1,600 tons gross and upwards must 
now be fitted with wireless telegraphy, which means that at present 
about 3,200 British ships are fitted. These regulations apply equally 
to the foreign ships which visit British ports. The installations on ships 
are licensed and inspected by the Post Office. The charge for a ship’s 
set is usually about £400 or £750, with {30 per annum maintenance, 
according to the set, the operator’s wages being, of course, in addition. 
There are now a certain number of ships—a score or two—fitted with 
direction-finding apparatus, and the number so fitted will no doubt be 
largely increased as soon as the advantage of having such a set, 
especially for use in thick or foggy weather, is realised generally. With 
this apparatus, a ship can find its bearing from any shore station within 
range, and under good conditions the error in direction should not be 
greater than, say, 2 degrees. Duplex apparatus, that is, apparatus by 
which messages can be sent and received simultaneously, is not fitted 
in ships, as its installation in ships is not yet a practical proposition. 
High-speed apparatus is not fitted, only because the traffic at present 
does not call for it. Wireless telephony is not yet fitted in merchant 
ships, but is now being fitted in the navies of the United States and 
Japan. 


Mercantile Marine Operators 
All operators for merchant ships registered in the United Kingdom 
are examined by the Post Office, those who qualify being granted 
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certificates of proficiency. These men are trained at some forty private 
schools distributed over the Kingdom, and there are at present about 
4,000 employed. Reports of irregular working by operators are for- 
warded by ships and shore stations to the Post Office, where the matters 
are investigated and appropriate action taken. 

It will be understood that any irregular operating in wireless tele- 
graphy is far more serious than in line working, as the interference and 
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waste of time caused by such irregularities are very great, owing to the 
fact that nearly all signalling is carried out on the same wave-length, 
viz., 600 metres. In addition to operators, ‘‘ watchers ” are carried in 
some ships. The introduction of watchers is quite a recent arrange- 
ment, resulting from the Merchant Shipping Act of 1919. The Rules 
in connection with this Act laid down that First-class ships (200 persons 
or more) must carry three operators; Second-class ships (50 persons 
or more) must carry one operator, who keeps watch at scheduled times, 
and two watchers; Third-class ships must carry one operator, who 
keeps watch at scheduled times. The watcher is only required to be 
able to recognise the distress and the safety signals when received 
through interference, and to know when the receiving apparatus is 
functioning. Any member of the crew may, if qualified, carry out the 
duties of a watcher. As soon as automati¢ apparatus for registering 
the distress signal is invented, and approved by the Post Office and 
the Board of Trade, the necessity for carrying watchers will lapse. 
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These new regulations for watch-keeping on board ship conform to the 
principle of the eight-hours day, as previously ships with two operators 
only were expected to keep a continuous watch. i 


Coast Stations l 

There are twelve coast stations distributed around the British Isles. 
These stations are Post Office stations, used solely for communication 
with ships. In addition, the Post Office has four point-to-point stations, 
namely, Stonehaven, Caister, Oxford, and Northolt, the last two being 
under construction. There are also six emergency Post Office stations 
not normally manned, but used when cable breakdowns occur ; and 
there are three experimental stations not used for commercial com- 
munications. The charges for messages to and from ships are at the 
rate normally of 11d. a word, i.e. 6d. for the station, 4d. for the ship, 
and 1d. for the inland telegraph. The staff at a coast station consists 
of 1 officer-in-charge, 8 or 9 operators, and 1 labourer. The operators 
required for this work must be expert wireless operators, as the signals 
are nearly always jammed to a greater or less extent, and the senior 
operator on watch must be qualified to control the traffic and take 
charge of the whole station in the absence of the officer-in-charge. The 
Post Office wireless operators are recruited from the Department's land 
line staff. They are attached as probationers for two years to a coast 


station, after which, if they pass in technology, French, and German, 


-< they are accepted on the wireless staff. The capital cost for an average 

coast station is difficult to estimate at the present time—3,500 could 
be taken as a pre-war figure, so £10,000 might perhaps be given as an 
estimate at present rates. 


D.F. Stations 
A direction-finding station is one which can find the direction from 
which wireless signals are received. Ships or aircraft can thus be 
informed of their bearing from the station, and the intersection of 
simultaneous bearings from two or more stations will give the position. 
The importance of this D.F. service in case of fog, etc., is obvious ; and © 
in the British Isles there are five D.F. stations which are at present 
under naval control. Canada and Newfoundland have three. The 
United States have about 50 working and 30 being erected ; France has 
16, 9 being on the North Coast; Germany has 4 on the North Sea. 
A charge of 5s. is made in this country for each bearing given by a D.F. 
station, but in other countries no charge has as yet been notified, 


Wireless Telephony » 

There are at present about a dozen commercial aeroplanes in this 
“country fitted with wireless telegraphy, and these are fitted also with _ 
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wireless telephony. The installations and operators are licensed by the 
Post Office on the recommendation of the Air Ministry. 

The advantages of wireless telephony compared with wireless tele- 
graphy are that the operator requires no knowledge of telegraphy, and 
that, under favourable conditions, much greater speed is attainable in 
communication. In wireless telephony, there is no distortion similar 
to that which occurs in line telephony, a most important matter for 
long-distance working. These advantages, however, are at the moment 
outweighed by the disadvantages. The great disadvantage is non- 
selectivity, that is to say, that wireless telephony is more open to 
jamming and being jammed than wireless telegraphy. Also, the elec- 
trical power required to obtain a certain range in wireless telephony is 
about twice as great as that required to obtain the same range in wire- 
less telegraphy. Again, simplex wireless telephony only is in use at 
present owing to technical difficulties in fitting listening-in arrangements 
similar to those used in line telephony. This last trouble is no doubt 
a temporary one, and the United States Navy is already fitting some 
sort of listening-in wireless telephony in their ships; but the disadvan- 
tages of non-selectivity and the need of relatively high power are serious 
and not to be lightly brushed aside. The ideal, of course, is for ships and 
aircraft to communicate by wireless telephony to a land station where 
they can be directly connected to the telephone system of the country, and 
some fairly successful tests in this direction have already been carried out. 

As regards point-to-point telephony, the first long distance test of 
note was carried out in 1908 between Brant Rock in the United States 
and Machrihanish in Scotland. No great advances, however, were made 
in wireless telephony until the introduction of the thermionic tube as a 
transmitter in 1913. In 1915, Arlington station, near. Washington, 
communicated by wireléss telephony with the Eiffel Tower, 2,300 miles ; 
and the messages from Arlington were heard at times as far away as 
Honolulu, 4,000 miles. Many tests over long and short distances with 
wireless telephony have been carried out since then, but at the present 
moment there is no commercial wireless telephony system in operation, 
with the exception of a system recently installed between California and 
Avalon, a distance of about 30 miles. It is important to notice that 
wireless telephony is not restricted for work across oceans compared 
with wireless telegraphy, as is the case with submarine telephony when 
compared with telegraphy, and this is a point in its favour which must 
be carefully borne in mind when considering the future possibilities of 
wireless telephony for communications over long distances. 


Point-to-Point Stations in United Kingdom 
The Post Office point-to-point stations in this country are Stone- 
haven for medium range Continental communications, Caister for short 
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range Continental communications, Northolt for long range Continental, 
and Oxford for working to Egypt. The last two are not yet in opera- 
tion, but at the moment the Devizes station is being used for a part- 
time service to the Continent. The Marconi Company have two high 
power stations, Carnarvon and Clifden, for trans-Atlantic services, and 
are also carrying out a service with Paris from their station at Witham 
in Essex. For high-speed working, wireless signals are usually received 
on a relay system, where the message is recorded on slip; or by a dicta- 
phone, where the message is recorded on the dictaphone cylinder at high 
speed, and afterwards read off at a lower speed by ear. The former is 
naturally preferable when practicable, and the only advantage of the 
latter is that the signals can be read by ear off the dictaphone through 
a certain amount of interference, whereas with a relay system no use 
can be made of the selective quality of the human ear for differentiating 
between notes of different pitch. There are no internal point-to-point 
commercial services in this country, but temporary services to islands off 
the coasts are opened by the Post Office in the event of cable breakdowns. 


Wireless v. Cables 


As regards the relative cost of wireless and cables, for short distances, 
up to, say, 500 miles, a wireless service is cheaper than a cable service, 
when the latter does not require more than one wire. As the wires in 
the cable increase, however, so does the relative advantage in cost of 
wireless decrease. Wireless for short distances is certainly very suitable 
for reduced services, as an overflow for cables, and for emergencies ; 
but at present the inauguration of a great network of wireless services 
between this country and, say, the Continent, corresponding to the pre- 
sent cable communications, would present serious difficulties. For long 
distances, wireless certainly has the advantage, as in long distance cables 
only one wire is used, and the cable has also, as a rule, to cover a much 
greater distance than the crow-fly distance between the two points which 
it connects. For long distances, the capital cost for cables is consider- 
ably more, and to a less extent the annual cost, than for wireless, so 
that wireless rates for long distances should be certainly less than the 
present cable rates. 

In making any comparisons, however, it must be borne in mind that, 
for long distances, wireless at present does not give nearly so good a 
service as cables, and its inferiority becomes most marked in the more 
tropical latitudes, where it is very adversely affected by the prevalence 
of strong atmospheric disturbances. 


Imperial Chain . 
The Imperial Wireless Telegraphy Committee, appointed by the 
Government, which reported last June, suggested that the Empire 
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should be linked together by wireless stations placed at distances apart 
of about 2,000 miles. A route Oxford—Cairo—Nairobi-Windhuk, and 
a route England—Cairo—-Poona-Singapore-Hong Kong—Port Darwin or 
Perth were proposed, as well as an additional connection between Eng- 
land and Canada. It was suggested that transmission by thermionic 
tubes should be used at all stations except those now being constructed 
by the Post Office at Oxford and Cairo, that the stations should be 
planned by a small Commission of experts, and that the erection should 
be carried out by the British Post Office and corresponding authorities 
in India and the Dominions. The initial annual loss on the scheme was 
estimated to be £100,000, of which £63,000 would fall on the Imperial 
Government, and it was thought that this loss would decrease until a 
profit was shown in ten years’ time. This assumption fits in with what 
has occurred in the case of the Pacific Cable which now pays well, after 
being run at a loss for the first ten years. The capital cost of the scheme 
was estimated at about 1} million pounds and the annual cost at about 
half a million. The Imperial Government would pay rather less than 
one million pounds as capital cost and rather more than a quarter of a 
million in annual charges. This did not include the England—Canada 
link, which would cost about a quarter of a million pounds, with annual 
charges of about ninety thousand. 


Long Range Stations 

It is of interest to note the present world position as regards long- 
range stations in operation or in course of erection, that is, stations 
- capable of working over distances of 2,000 miles or more. 

In the United Kingdom there are two in operation, Carnarvon and 
Clifden (Marconi Co.), and one, Oxford (Post Office), being erected. 

In Canada, two in operation; in the rest of the Empire, none. 

In the U.S.A., ten; France, four, and one being erected; Germany, 
three; Italy, Russia, and Japan, two each; Norway and Poland, one 
each; Holland, one being erected. 

At present, therefore, the British Empire, considering its needs, is 
much behindhand in this matter of long-range wireless stations, but it 
is not the first time that the Empire has been a slow starter in a com- 
petition where it later on took a prominent part; and we must hope 
that in this case, too, history will do what is expected of it, and do that ` 
quickly. 
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“Hung up in the Docks!” 
How to Secure Expeditious Delivery 


By J. A. Dunnaga 


H frequently does the importer or agent furnish this excuse for 
non-delivery of goods at the time required, and how often is the 
said importer making the dock authority the scapegoat of his own 
incompetence ? 

Granted that in the exceptional stress of the war period, when glut 
importations were followed by short periods of quiet, certain unavoid- 
able delays did at times take place. These were seized upon by the 
“stunt ” Press in the interim of war news and magnified out of all pro- 
portion to their importance. Consequently, the cry “ hung up in the 
docks ” has in some quarters come to be accepted as an omnibus excuse 
which covers a multitude of sins. 

Let us examine the position impartially and with special reference 
to London, with whose working details I am most familiar. At the 
Head Office of the Port of London Authority, assistance is often invoked 
by merchants in securing expeditious delivery of a particular consign- 
ment. Inquiry quickly shows which essential has been overlooked by 
the importer, and the matter is adjusted. 


At the Port of London 


In dealing with the enormous tonnage passing through a great port 
such as London, it is obvious that certain clear-cut principles and rules 
must be laid down for the benefit of all concerned. Much is often said 
of Government red tape, but without being an apologist for isolated 
cases of pure obstruction which occur, it is clear that the haphazard 
methods of a chandler’s shop or a country inn with its “ slate ” as sole 
account book, will not serve when administering a business of such 
proportions through a large staff of varied initiative and capabilities. 

The necessity for definite rules being admitted, it is advisable for 
the trader to inform himself at the source of the points requiring 
attention and so get the rules working for instead of against him. 

With special classes of traffic, e.g. bonded or hazardous goods, there 
are important points which will readily be elucidated by the Commercial 
Staff at the Port Authority’s Head Office, but certain broad generalisa- 
tions may with advantage be made here. 

The Bill of Lading is, of course, the primary document of title. 
When received by an importer, it should be presented to the shipbroker 
for release, which will be granted on payment of freight. Before 
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lodging with the Port Authority; the Bill of Lading should be examined, 
to ensure that it bears a correct and accurate chain of indorsement— 
as any informality in this respect may lead to delay until, in the general 
interest, the Authority have satisfied themselves that the person lodging 
is the bond fide owner of the goods. 


Expediting Customs Formalities 


If a merchant attends personally to Customs formalities, he wilt 
have to furnish H.M. Customs with nature of packages, weight, value, 
and full description of contents. Delay can be saved by having these 
particulars to hand. A copy of the Customs Entry, after certification 
at Custom House, should be lodged with the Port Authority to enable 
them actually to clear the goods. This means that the foreman at the 
department where the goods are stored has to secure the attendance 
of a Customs officer, who will compare the goods with the entry 
furnished and, if all is found in order, authorise the Dock Authority 
to deliver the goods. ` 

The Authority will for a nominal charge themselves prepare and 
pass Customs Entry, and as their staff are familiar with the phraseology 
and special terms of description required in each case, it is preferable 
for a merchant to leave this work to them. But even so, as full a 
description as possible must be given by the owner to facilitate the 
clearance. Especially is this desirable in the case of jams and preserves, 
which contain a percentage of sugar, as duty varies according to such 
percentage, which can obviously not be ascertained by the Dock 
Authority, but must be furnished by the importer. 

Difficulty sometimes arises over payment of charges. The dock 

authorities usually require their charges paid before the balance of a 
parcel of goods is cleared, unless the firm concerned is well known 
to them. To obviate delay from this cause, it is advisable to open a 
deposit account with an amount of £10 or over, according to the size 
of the business. Charges will then be debited automatically against 
this credit, and a reminder issued when a further deposit is needed to 
place the account in funds. 
_ It may seem incredible, but it does sometimes heppen that firms 
reach a state of great indignation over alleged delay in executing 
instructions which have not, in fact, been given! I mean that docu- 
ments are lodged with an instruction to “land for our account ” or 
“land and hold to our order” when the intention has been to order 
goods forward to a certain address. If actual delivery is required, 
definite instructions should be issued, otherwise the goods will naturally 
be kept on hand at the docks. 

With regard to Exports, the difficulties owing to lack of shipping ` 
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have been acute, but are now diminishing; and, in London, the Dock 
Authority do their best to minimise trouble by the daily compilation 
for guidance of shippers of a list showing which vessels are still receiving 
cargo by road and/or rail. For this information they rely, of course, 
on the shipowners or brokers and, without accepting responsibility, are 
ready at all times to answer ’phone inquiries as to particular vessels. 
At the present time, such inquiry is advisable before despatching export 
cargo, in order to avoid goods being shut out and consequent expense 
in transferring to another vessel. 

Attention to these main points will go far to obviate annoying. delays 
and consequent extra expense to the business man. The time thus 
spent will be more than saved in subsequent recriminations. 





A Defence of Capitalists 


WE can no more easily level men’s means that we can level their understandings 
Wealth should not as a rule arouse envy. There are some people—I believe, 
in a minority—-whose gains are ill-gotten, and as a rule they bring their own retribu- 
tion. The majority of men who have attained great possessions are not as a rule 
of high birth or so-called liberal education, but as a rule they are of humble origin, 
who work whilst others play or sleep, deny themselves in the years of development 
and display initiative and courage when an opportunity comes along. Those men 
should be an incentive and encouragement to others to practise the same virtues in 
the hope of securing like rewards. They ought not to be the subject of attack, but 
rather the subject of emulation. The race ıs not always to the swift or the strong, 
nor are the pleasures of life always to the rich. There are joys in contentment and 
rewards even in adversity. Every man is a capitalist who does not spend all he 
earns, who does not use his wealth in fruitless pursuits and spend his hours in 
barren effort, There are many capitalists, not of money, but of understanding and 
sympathy. I think we may say that without any great effort, but by some little 
expenditure of personal sacrifice, we can all be caprtalists both from the point of 
view of money and from the point of view of sympathy and desire to help other 
people. 

Sty William Plender, G.B.E., at the annual dinner of the Institute of Industrial 
Adminstration, 
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An interesting contribution descriptive of an ingenious chart representing the whole 
cycle of the Junctions of money in industry, from which important conclusions are drawn. 





The Cycle of Money in Industry 


By Jno. H. BINGHAM 


TH economic relationships in the world of industry are exceedingly 
complex, but they may nevertheless‘be presented in their main 
outlines as a coherent whole. The chart which accompanies this article 
will help towards a clear understanding of the relation of Capital, Income, 
Wages, etc., to each other and enable the commercial man to visualise 
the whole cycle of the functions of money in industry. 


Capital 

Commencing with the circle “ Capital,” we may define this as being 
“ spare cash.” The conversion of spare cash into industrial capital can 
be effected by purchasing shares, by loaning it to a manufacturer, or 
by going into industry on one’s own account. Such investments all go 
to swell the total accumulation of industrial capital that was originally 
created by the first man who had spare goods with an exchange value. 
If spare cash is put into a bank as a deposit, the bank will, in turn, 
probably put it into industry by financing some needy industrialist or 
by purchasing high-class company stock, and will in either case reap 
a larger interest than the depositor. 


Materials 


As “capital,” wealth is used by the controllers of our industries 
who direct its application by expending it upon “ Materials”: raw 
materials for manufacture into some finished article for which there is, 
or is likely to be, a demand; tools, machinery and plant for use upon 
such materials, and coal for power purposes. The Land and Buildings 
within which an industry is carried on may conveniently be included 
here. Wages are also advanced from Capital, and these with Materials 
are placed in the hands of Labour—manual, technical, and administrative. 


Wages and Salaries 

The wages paid to Labour become “income,” and pass up the 
channel to pour in at the funnel headed “ Wages and Salaries.” They 
are expended upon “ necessaries ” and “luxuries,” thus stimulating a 
demand and creating a market. Any residue of savings will probably 
go to swell “ Capital.” A further note on “ Salaries” will be found 
under the head “ Income.” 


Products i 


The result of labour upon materials is “ Products,” supplying 
the two areas of “ necessaries ” and “luxuries ” as they are depleted 
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by purchases. The cash proceeds of the sale of the products is, ol 
course, the turnover, from which the prime costs, being repaid, returr 
directly to capital as shown by the shaded channel. The remainde1 
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is the gross profit out of which certain expenses are yet to be paid (e.g 

taxes). Any balance—ałways fervently hoped for—is income, a surplus 

over and above the capital engaged, which will be poured into the tw 

funnels headed respectively “ Profits ” and “ Dividends and Interest.” 
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Income 

“Wages and Salaries ” refers to the income received by employees 
solely, including, of course, the salaries of directors. 

“ Profits ” has to do with the income of a second class of persons— 
managing proprietors, directors, and partners—who receive it by way 
of remuneration for services, the amounts varying from year to year 
and depending upon the volume of profits. This class has reference 
to a division of available profits based upon the idea of a superior claim, 
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either through proprietary right or extremely valuable personal service. 
As a natural consequence, the recipients have a considerable voice in 
deciding the amount to be allotted to them. Reserves are income of 
this class also, although not paid out to individuals. 

“ Dividends and Interest ” is in no sense a remuneration for personal 
service or for any proprietary industrial right, but is a payment for the 
loan of money: “ dividend” or ‘‘interest”’ for the use of capital in 
industry. It represents the industrial part of “ unearned income.” 


Expenditure on ‘‘ Necessaries ” and “ Luxuries” 
Income received is spent, invested or hoarded. Much of it goes in 
“ Necessaries,” including food, clothes, fuel, house-rent, etc., and a 
portion is expended on “ Luxuries.” This latter term includes both 
comforts and wanton waste. It is impossible to classify some things 
strictly: a book is commonly a necessity, but to a man who could not 
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read the purchase of a book to gratify merely a liking for its appear- 
ance, would be a luxury. Champagne is a luxury to a healthy man: 

it is a necessity to some invalids. 

With hoarding, the chart does not deal, but it may be well to point 
out that to put coin and notes in the traditional stocking or the modern 
safe with intent to hoard is an injury to the community ; a complete 
suspension of the social usefulness of money. For the whole period of 
hoarding, so far as industry is concerned, coin and notes are mere 
lumber. 

Any residue of income saved and added to the aggregate of industrial 
capital is not only a personal saving, but a corresponding increase of 
the nation’s present means of earning. Increase of capital, therefore, 
is a continuous need of industrial development, and banks have given 
great assistance in this direction by speeding up the flow of money 
through the cycle. The instrument they use to do this is called Credit, 
and renders it unnecessary for a manufacturer to wait until his goods 
are sold before he can continue manufacturing. By this means, if 
capital can be made to go through the whole cycle, say, three times 
in a year, whereas otherwise it would go through only twice, three 
profits can be earned as against two formerly, with a resultant increase 
in volume of wages, salaries, profits, dividends, and capital also. 

Such is, in brief, the whole economic cycle of industry. It will be 
obvious that industrial output, up to the limit of available labour and 
materials, is therefore determined by— 

(1) The demand made upon “necessaries ” and “luxuries,” which 
is, in turn, regulated by increase or decrease of income. Well-paid 
workers spending wisely mean a large demand. 

(2) The volume of Capital, and the degree of its intensive 
manipulation by banks. 

(3) Variations in the rate of flow of capital, occasioned by various 
causes. There should be a smooth, swift, and ample circulation, but 
not to the point of feverishness. 

(4) The adjacency of markets. Necessaries and Luxuries should be 
geographically near to Products, and Labour and Materials to each 
other. If these factors are not adjacent, there is waste of time and 
money in transit, and consequently higher costs, higher prices, and less 
demand. 

The available labour and materials can be increased, indefinitely 
so far as present knowledge goes: the former by extending and con- 
tinuously improving mechanical methods (the use of machinery and 
power), and the latter by persistent chemical and physical research. 
The Chemist and Physicist, the Engineer and Economist, these: with 
the Organiser are the sculptors of Industry henceforth, working out for 
the race the material phases of its progress. 
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Scientific Management in the Office 


By A. Lester BoppineTon, FS.S. 
Author of ** Statistics and Their Application to Commerce ” 


How to Organise the Brain Centre of the Business 
(Concluded) 


2. The Office 


EFERENCE has already been made to the health of the worker. 
It is, of course, ridiculous to expect a worker to spend his leisure. 
hours. keeping himself physically fit when the conditions obtaining in: 
the office are such as to militate against good health. As has already 
been pointed out, too little attention is given to the office, particularly 
in manufacturing concerns. Factory regulations have been successfully 
applied to obtaining satisfactory working conditions in factories and 
workshops, but so far the office has not been included in the purview of 
these regulations. Good health cannot be maintained, and, consequently, | 
efficiency is out of the question if the office conditions are not hygienic. 
The principal owes a duty to his employees in this respect, and he should. 
see that the work to be done is carried out under the best possible 
conditions. Ventilation is frequently bad, the atmosphere being either 
foetid, or the draughts unbearable. Heating arrangements often leave 
much. to be desired, some of the staff being too hot to be comfortable, 
while others are so cold as to render satisfactory work impossible. 
Lighting is often badly arranged, and the, work then becomes very 
trying to the eyes of the workers, while the equipment is badly placed, 
and the office is overcrowded, and, more often than not, either dirty or 
badly cleaned. All these points need careful attention, for a clean, 
well-lighted, ventilated and heated office, with a sufficiency of space 
to. permit of freedom of movement is likely to be more efficient than... 
one where no attention is given to these matters, and overcrowding 
is rife. Most offices are overcrowded, and this state of affairs is largely 
due tọ the fact that allowance has not been made for expansion. A 
flourishing business is a growing business, and expansion is bound to call 
for more space to house it, and this fact should be borne in mind when 
fixing the location of the office, and where possible, room for possible 
extensions be obtained. : 
The size and shape of the office also needs to be studied, and: the 
space allocated having regard to the comfort and well-being of those 
working therein. A maximum should be fixed in regard to the number 
of workers to each compartment, and this maximum should only be: 
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exceeded as a ristter of extreme urgency, ad then ee temporarily, : 
pending due consideration of the steps to be taken. Work is hampered, 
and there is consequently a waste of time, when the staff is so crowded 
as to jostle one another with every movement. 

When planning the office, steps should be taken to reduce movement 
to a minimum, particularly in those departments engaged on the records 
of the business. Nothing disturbs the work of, say, the Accounts 
Department, more than a constant stream of persons passing, and 
disturbance leads to error. Closely allied to this question of movement 
is that of noise. This cannot, of course, be totally eliminated, but it 
can be reduced considerably, thus adding to the comfort of the staff. 
Under no circumstances should a department in which noise cannot 
be eliminated, such as the typing department, be placed near one where 
some degree of quietness is essential, for the noise of a number of machines 
working is not inconsiderable, and is a frequent cause of disturbance. 
It is true that one can become accustomed to noise, but it is better 
whenever possible to minimise it. The movements of the staff should 
be studied carefully in order to ascertain if any re-arrangement of the 
office will reduce these, but the other factors will need to be reviewed 

; also, for it is better to have movement in the office than bad lighting. 
The object should be to get the best possible results from all points of 
view. l 


| 3. Equipment 

The question of equipment is an important one, for the worker cannot 
‘be expected to produce good work with inferior tools It is impossible 
to consider any special form of equipment, for all kinds have their 
peculiar advantages, and hefore deciding upon any particular features 
to be installed it is essential that the peculiar needs of the business be 
studied with a view to obtaining just that device which answers the 
purpose best. The equipment should be “ time saving,” and individuals 
should be relieved from performing routine work which can be carried 
out more quickly and probably more cheaply by a machine. Many 
‘business men regard the expenditure necessary to instal office machinery 
asan expense. This is a wrong outlook. It should be regarded from the 
point of view of an investment, and the work the machine can do studied 
to see whether it will reduce the time formerly spent on doing similar 
work, and whether it will enable some individual to be released for other 
work. If it is capable of doing such work then the cost of the machine 
will show a good return. If business is a science, the office is the 
laboratory, and as such must be efficiently equipped to perform its“ 
‘important task. 

The situation of the various units of equipment needs careful study,- 
for they must be conveniently placed, so that the staff can use the 
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appliances without wasting time and energy by unnecessary movement. 
This point really falls under. the previous heading, and would have been 
provided for when the space was being allocated. k 


Study Physical Comfort 


The furniture used is an important point, and when equipping the 


office care should be taken to see that it is such as will be comfortable- 
in use. The old-fashioned high desk, with its lofty stool, is far from: 
comfortable, and it needs no demonstrating that a man works best when — 
installed in a comfortable chair adjusted to give the correct position 
for working at a desk. The height of the desk and chair is important, 
particularly so for the typist, for high speed can only be obtained by © 
those in a perfect position as regards the machine. Comfortable furniture 
costs little, if any, more than uncomfortable equipment, while the- 
variations of the human frame can be overcome by the use of the 
adjustable furniture now obtainable. Old-fashioned business men seem 
to imagine that a man will work more speedily if he is made uncomfortable 
‘in order that he may get away more quickly. Speedy work, however, 
is frequently far from efficient, and physical discomfort does not conduce — 
to concentration on the work in hand, and in these days of hustle this is ` 
"very necessary to business. pee 


Filing Arrangements 
Whatever the equipment installed it must be capable of expansion ` 
‘without disturbing the even way of the business, and must, moreover, | 
< do all that is required of it. One of the most important things in business 
<. is the proper recording of transactions. These records must be complete 
in all respects, reliable, adequate for the purpose for which they are- 
‘required, be informative, and, above all things, be available for the © 
‘use at the moment it is required. Often but little attention is given to 
the method of maintaining the business records, with the result that- 
important documents or information cannot be located when the need | 
> of them arises, and delay and trouble ensue. Filing or maintenance of | 
-records is not a task for a junior clerk or office boy. It isa task which 
~ calls for great care and considerable ability. A central filing department ` 
is of enormous advantage to the majority of businesses, particularly 
when a responsible and trained filing clerk is in charge, and orders are 
given that only certain authorised persons shall have access to the files 
themselves, and a check kept on all papers issued for reference or use, 
There are several good filing systems on the market, and it would be- 
wise for the business man to study their advantages, for efficiency does 
-not permit of time being wasted, either on the part of the employer 
- while waiting for important papers, or on the part of the filing clerk in 
searching for them. 
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Advantages of Good Records 


In most businesses the records are seldom used intelligently. The 
files and books of every business contain a mine of information, a record 
of past experiences which, if properly tabulated and presented, should 
prove of great assistance when applied to present-day problems. A 
concrete example of the intelligent use of records appeared in the 
advertisement columns of our daily papers a short time ago, when a 
well-known London store announced that a study of their sales records 
showed that for several years a certain period was remarkable for the 
demand for a particular commodity, and that they had therefore made 
special arrangements to show these particular goods during the corre- 
sponding period of the current year. Their records thus enabled them 
to anticipate a demand and provide for it accordingly. They. were 
thus paving the way to better business, increased reputation, and probably 
better profits. 


The Proper Use of Records 


There are many things to be learned from records, and a study of 
them should show ways to the possibility of making better profits, or, 
what is of almost equal importance, in a reduction of losses. In normal 
times, for instance, prices of many commodities fluctuate in fairly well 
defined periods, and hence when this is found to be so in respect of any 
of the goods handled by the business, arrangements can be made to 
purchase the necessary quantities at those times when the prices are 
favourable. Certain commodities will be found to be in most demand 
at ascertainable and definite periods, and once the periods have been 
located the purchases can be made to ensure deliveries at the time the 
goods are being asked for, thus guarding against carrying stocks when 
they are not in demand, and ensuring that the goods are fresh. If 
goods are carried in stock for a period they are apt to depreciate, and 
this danger is also guarded against. The costs of transport should be 
studied and the various rates compared to ascertain which is the cheapest 
method, but the questions of rapidity and certainty of delivery are also 
important, for the cheapest is by no means necessarily the best or most 
efficient. If the business is engaged in the import trade a careful study 
of the exchanges should be made, for in pre-war days the various 
exchanges were subject to fairly clearly defined seasonal fluctuations, 
and these will, no doubt, reappear when the exchanges resume a more 
normal course. A knowledge of the rises and falls in the exchanges 
in which the business is interested would enable a merchant to arrange 
for his payments to fall due at those times when the rate of exchange 
is likely to be favourable. This is not, of course, possible in all trades, 
but when there is a sufficiency of working capital in the business it 
would be possible to purchase bills when the rate was favourable, deposit _ 
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the proceeds in a bank in the creditor country, and draw against them 
when required. One firm known to the writer, engaged in importing ~ 
one of the American crops, saved some £4,000 in one year by this means. 
It will be found that most businesses require more ready money at some 
periods than at others, and if this is known arrangements can be made 
to provide for the needs, and hence the danger of suspension could. be: 
minimised. The successful business man is the one who can foresee 
demand and prepare to meet it, who utilises his past experience intelli- 
gently. His efforts can be materially assisted by properly recording 





this experience, while even a man of ordinary skill could obtain = 


satisfactory results from such a record. 


The Statistical Department 

Some large businesses have already formed statistical departments, ` 
and such an organisation acts also as an intelligence corps to the business. 
In America, this movement is in a more advanced state than in this 


country, and the University of Harvard has formed a Statistical Bureau S 


for co-ordinating and analysing movement of markets, prices, etc: 
and issue periodical bulletins to those who are interested. Cost account- 
ing is an example of the utilisation of past records, and every principal 


should study the data which is available in his office, and see whether, | 


' either alone or in conjunction with published statistics, he can obtain 
information which will aid him in running his business on scientific lines. 


4. The Arrangement of Work 


Having carefully chosen the staff, scientifically planned and equipped 
the office, the first steps towards Scientific Management have been 
taken, but unless the method of carrying out the work receives its. due 
attention the result will not yield the utmost satisfaction. The under- 
~ lying principles of arrangement of work should be decentralisation, and 
the division of responsibility. No business man, however clever, can 
possibly carry the whole of the details and responsibility of even a 
moderate sized ‘business on his own shoulders. The greatest success in 
business will be obtained by the principal passing on to others the 
responsibility for the detail work, and in devoting his time to furthering 
the business as a whole, in developing its influence, widening its sphere 
of action, and in seeing that the organisation works without friction in 
any direction. In many businesses it will be found advantageous to 
‘““departmentalise ’’ the activities of the office, and to create responsible 
“chiefs ’’ of each department, but every member of the staff should 
be definitely allocated duties, for which he jn turn will be responsible 
to his immediate chief. The principal, though keeping in close touch 
with the departmental activities, should not interfere with the work 
of the departments, except in cases of urgent necessity From the 
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reports of the responsible heads, especially if proper methods of presenting 
facts are used, he can get that detached perspective of the business as 
a whole which is so necessary to calm judgment and decision. 

The necessary arrangement of work must be considered at the time 
the allocation of space is being considered, for departments which are 
constantly in communication should be placed near to one another, so 
that no time is wasted in passing on documents or obtaining information, 
The office work should be arranged on similar lines to that of a modern 
factory. It will be found that in a well-organised works the work passes 
in one continuous line from process to process. The work does not 
commence on the fourth floor, to be transferred to the ground floor 
for a further process, and then taken to the third floor to be completed, 
but passes in succession from the fourth floor to the third, thence to the 
second, and from there to the first, and when completed is on the ground 
floor ready for dispatch. Such a system eliminates waste of time, 
reduces the amount of energy expended in the necessary transference 
of documents from one department to another, decreases movement, 
‘and assists in reducing fatigue. An internal messenger system should 
be installed, for such a system ensures that a well-paid official does not 
waste his time in fetching and returning documents, etc., necessary to 
his work, a low-paid messenger collecting and distributing such records 


as are required. 


Hustling Condemned 

A tactful principal is essential to efficient working. Every member 
of the staff should be made to feel that he is implicitly trusted, his 
co-operation be invited, and his confidence obtained. No employee 
should be hustled or harried, for it must be remembered that a slow 
but trusty worker is infinitely preferable to a rapid worker who is 
unreliable. To hustle men, more often than not, results in throwing them 
off their balance, confusing them, and raising feelings of resentment, 
and when this happens their work suffers. The hustler frequently retards 
work instead of speeding it up, and often ends by tangling affairs, for 
he is too busy hurrying things along to realise the true perspective of 
the business he is handling. 

Present-day scientific management is working in a manner very 
similar to that of the scientists of the Middle Ages. As in their case, 
experiments are being conducted independently, and there is no means 
of correlating results obtained by different methods, and thus beginners 
have to commence afresh not knowing how others have overcome. the 
difficulties met with. If frank discussion between those experimenting 
were possible the business world would be enriched by their experiences, 
their successes and failures, and many people, both in the ranks of 
employers and employed, would be greatly benefited. . 
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~The Prevention of Postage P T 


By W. REGINALD BRAY 
prer well organised business usually has a Cashier who can be fully 


trusted, and who is paid accordingly, but the question of dealing a 
with the despatch of letters, post cards, telegrams, cables, and purchase 
of bill stamps is generally left in the hands of the omnipresent office boy, 


receiving a few shillings per week, who inevitably supplements his meagte 
wage from the proceeds of the stamp box. 

After all, the cost of postage stamps and bill stamps, especially: the 
latter, if the business negotiates in bills, can run into hundreds of pounds 
per annum, and it is a conspicuous feature in nearly every counting-house 


that liquid assets such as these are never under the control of a person in : 


-a fiducial capacity, but to a boy very often tempted to pilfer. Remedies- 
should therefore be put into force which, though they may not render 
pilferage absolutely impossible, will to a great extent mitigate the 
likelihood of any serious loss occurring. 

The smaller the amount of stamps, etc., an office boy has charge 
of, the less need there will be for frequent checkings, and it would be 

-as well to delegate to a responsible clerk this duty as often as is deemed _ 

“necessary in the following manner. When cash is handed out for the | 
purchase of stamps a receipt should be taken from the office boy in order 
to prove payment, and at the same time to form an audit voucher. ee 

A book is kept in which the cash so received is debited and the _ 
payments in postage credited. 
Separate letter books should be kept for Inland and Foreign corre- 


spondence, and it would be an easy matter to calculate the cost of the _ 


-letter postage, say, for the four weeks ended the 28th May by subtracting 
from. the folio on which the last letter was copied on the 28th, the folio on- 


which the first letter was copied on Ist of the same month, this number __ 
: multiplied by 2 will give in pence the cost for Inland postage and by 2} pie 


_ will give the Foreign. 

With regard to telegrams, these should always be copied in the same 
manner as letters, and the cost extended into a money column proved 
for same, thus— 
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:Bravo LONDON. | 
Consignment not arrived—awaiting instructions. , | | 
Very urgent—-Tuesday last day for sale. | | 
Hadfield. | 1 | 3 
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IF YOU USE RECEIPTS FOR POSTAGE, ETC, PAID, YOU WILL 


THESE 
ARE 

A FEW 
WHICH 
YOU CAN 
EASILY 


OBTAIN 


THESE 
RECEIPTS 
WILL BE 
YOUR 
PETTY 
CASH 


VOUCHERS 


SAVE ENTRIES IN THE STAMP BOOK 


Certificate of Posting of a Registered Postal Packet 
A Postal Packet addressed as tunder, upon which a Fee of Two Pence has been paid, in addition 
to the Postage {° òt for B si niy e} has been registered and posted here this day :—~ 


eee nm 


Date Stamp. 
To the Editor, 


“ Business Organisation,” 
39 Parker St; W.C.2 


Accepting Officer’s Signature 
{or initials) a a ea a TS 


P.P. 32. PARCEL POST. Serial No. if a Foreign 


or Colonial Parcel. 


Certificate. of Posting of an Unregistered Inland Parcel or of an 
Uninsured Ordinary Foreign or Colonial. Parcel. 


A Parcel prepaid S-d. and addressed as under* has been posted 
here this day. 


Accepting Officer’s } 
Signature or Initials: 


i 

* The address should be entered. in full by the sender, The i 
Department will accept no responsibility if, in the event of mis- | 
carriage, it should be found impossible, owing to the incomplete- \ 
ness or inaccuracy of the address furnished, to trace the parcel. 


a 


[REVERSE SIDE OF ABOVE.] 

No legal liability attaches to the Postmaster-General in respect 
of the issue of this Certificate. 

The conditions governing the payment of compensation in the 
event of the loss or damage of parcels in the post are fully explained 
in the Post Office Guide, as are those relating to the registration of 
Inland parcels and the insurance of parcels addressed to certain 
British Possessions and Foreign Countries. 





"Date Stamp. ] Tuis Is TO CerTIFY that I have this day 
| received a Telegram, 


or 
Name Staap: | to be forwarded to.. 


| and that charges thereon, amounting to j 
D A , have been duly paid ` 
in respect thereof, together with a fee of 1d. for 
| this receipt. 





anaing i inf coe Signature 

For use at Railway Í Name of Station... 
Stations only. i Date... 9 eit . ae 
Stamps or tho tee nd for the charges on the Telegram mast be a aftired by the Sender to 


the form of the Telegram to which this Certificate relates. The time of handing in be 
entered in the space provided when desired by Sender. as 
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Prevention of Postage Pilferage 


This method, however, can be avoided by obtaining a receipt for each 
telegram despatched at a cost of one penny, a specimen of which is shown 
amongst the illustrations. Catalogues, circulars, and printed matter of 
any great volume are generally despatched by prepayment in money 
as long as the missives are chargeable at a uniform rate of postage, the 
amount paid (including any registration fees) being in no case less than 





MR. W. R. BRAY 


£1, and that the matter is tied up in bundles representing 5s. worth of 
postage each or in the case of bulky packets 2s. 6d. 

Postage stamps are therefore dispensed with in these cases. Half- 
penny postage for “ receipts ” can always be checked by the number 
of entries in the Cash Book, and for “ Samples ” by the number of entries 
in the Day Book in respect of goods despatched by “ Sample Post.” 

Post cards embossed or stamps used for same (ld.) present greater 
difficulties as they are, as a rule, only used for special purposes in business 
nevertheless they can with a little care be accounted for. 

There are practically three categories into which one may divide 
them, viz.— 

(1) Those used for Stock-taking purposes (when making application 
for Stock-taking Statements)—checked by means of the number of 
accounts in the Bought Ledger. 

(2) Those used for despatching orders—by the counterfoils of the 
Order Book. 
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(3) Any others wherever a check cannot be found should be typewritten: 
and copied (as in case of letters) and checked as previously mentioned. 

With regard to registered letters—the receipts are sufficient check 
for these (see illustration). 

Payments made on account of Parcel Postage may appear to many 
people the easiest method for the office boy to “ make a trifle,” but it is 
the most difficult if the receipts, which the Postal officials give free of 
charge upon application, are obtained. 

` It should be made a counting-house regulation that a receipt MUST 
þe obtained when any parcel is despatched inland or abroad. 

The illustrations show this form of receipt (back and front). It is 
very easy, therefore, to check all Parcel Postage. 

All Postage Dues are also very easily vouched for, as the Post Office 
(from whence delivery was made) always affix adhesive stamps showing 
the amount due. 

Some business firms mix up charges on Money Orders and Postal 
Orders with their postal payments, but this should be entirely a Petty 
Cash matter—the counterfoils of the latter forming the receipt for the 
poundage. 

The charges on an Inland or Foreign Money Order, viz., for issue, 
advice of payment, or for certificates of issue are generally shown on a 
form issued by the G.P.O., and will form the receipt—these petty items 
should, therefore, also be eliminated from the postage book. 

Bill stamps present no difficulty, these being accounted for by refer- 
ence to the “ Bill Book” in which the cost of each stamp should 
be shown in a money column against each bill when drawn. up. 

All these methods may seem petty and trifling, but pilferage will 
surely happen sooner or later if some proper system of prevention is not 
adopted. 

If your postage or bill stamp bill is therefore a heavy one, it veil, 
without a doubt, pay in the long run to prevent it by taking a few of the 
precautions explained here. 

Torn, damaged and any other spoiled stamps should be taken for 
recovery of value to the Controller of Stamps, Somerset House, W.C., or 
Telegraph Street, E.C., and these would form part of the stamps in hand 
until value was recovered. 

If the aggregate value of the stamps of which allowance is desired 
does not exceed 10s., the stamps may be forwarded by post to the 
Controller. 

The check explained here is not intended to mean that the postage 
book will be checked to within a penny, but it will prevent any serious 
loss being sustained which js, after all, the main consideration. 
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The inclusion or exclusion of a person’s name from the register determines his right 
to the benefit of the shares or his liability to pay calls upon them. 





The Importance of the Share Register 


By Donarp Maoxray, B.L., Solicitor 


Os is of the greatest importance that the register of members of a 
company be accurately kept. The inclusion or exclusion of a person’s 
name from the register determines his right to the benefit of the shares 
or his liability to pay calls upon them. It is in connection with the 
latter aspect of the matter that very many cases have arisen. When a 
company is a going concern and prospering there is little difficulty in 
having the register rectified. This can be done by arrangement by the 
company and the parties interested. Thus, if A’s name happens to get 
by mistake on to the register in place of B’s, and the company wish to 
keep themselves right in the matter they can arrange for A passing a 
formal transfer in favour of B, and this puts matters on the proper footing. 
But it is when a company gets into difficulties or otherwise proceeds to 
make calls on shares that the capital importance of the register is more 
clearly seen. It is rarely in such circumstances that the register can 
be altered without an application to the court for rectification, but then 
the member’s name being on the register the company may not wish to 
allow it to be removed, and if the company is in liquidation, the liquidator 
certainly will not permit the alteration if he can prevent it. When a 
company is a going concern a member can apply to have his name 
removed from the register on the ground that he was induced to subscribe 
for his shares by misrepresentation in the prospectus. 


A Recent Case in Point 


There are numerous instances in the Reports of this being done, but 
in the recent case of First National Reinsurance Company v. Greenfield, 
before the Divisional Court, a point arose in this connection, which, 
wonderful to say, after all these years of company practice appears to 
have been for the first time formally decided by the Court. \ 

The action referred to was for calls, and the point arose in defence 
of this action. The defendant had applied for and been allotted shares 
in the plaintiff company. Shortly afterwards, alleging a misrepresenta- 
tion of fact in the prospectus, he wrote to the company repudiating the 
contract and claiming return of the amount he had paid on application 
and allotment. He did not, however, follow this up by a prompt applica- 
tion for rectification of the register of shareholders. Receiving notice 
of the first call, he ignored it, and some months later the company sued 
him in the City of London Court to recover the amount By way of 
defence he relied solely on the misrepresentation and on his repudiation. 
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The deputy County Court judge gave judgment for the company, appar- 
ently holding that the defendant was precluded by his dilatory conduct 
from succeeding. From that judgment the defendant appealed, and the 
question, which was elaborately argued, was whether to an action for 
calls it is sufficient to prove misrepresentation and repudiation without 
more, 

“Counsel for the defendant, in support of this proposition, relied 
strongly on the statement in Halsbury’s Laws of England, vol. 5, s. 205, 
which is in these terms: “ To an action for calls on shares registered in 
his name the holder may set up as a good defence that he was induced 
to subscribe for them by misrepresentations in the prospectus, if he can 
also show that he had repudiated the shares, and has not so acted after 
discovering the misrepresentation as to have claimed or recognised any 
rights or liabilities as a shareholder.” In support of this proposition 
several cases are cited, including Lead Mining Company v. Baynes (16 
L. T. Rep. 597) and Bentley and Co. v. Black (9 T. L. Rep. 580); and 
‘undoubtedly those two cases, especially the former, appear to show 
repudiation within a reasonable time after discovery of the misrepresen- 
tation complained of. Each member of the court delivered an exhaustive 
judgment arriving at the conclusion that it is not sufficient to escape 
liability for calls for a shareholder who complains of a misrepresentation 
in a prospectus to content himself with writing to the company purporting 
to repudiate the contract to take shares; he must follow up that step 
promptly ‘by proceedings to have his name removed from the register 
of shareholders ; and as in the case under appeal the defendant had not 
done this he was held liable for the call made upon him. 

The decision is one which in the public interest should be welcomed. 
In arriving at the finding come to, the Court were influenced and rightly 
so by the importance, from the public point of view, of the share register. 
The register of members of a company is open to public inspection, and 
assuming the case of a bank or private individual dealing with a company 
in the way of advancing money he would see the register ; and assuming 
again that part of the capital was uncalled, he would make a calculation 
as to the worth of this right or asset which the company had. He might 
discount the result of his calculation in view of the fact that a proportion 
of the members of the company might not be capable of meeting the calls, 
but otherwise he would be entitled to assume that the register was in 
order. 

The case emphasizes the course which a shareholder who thinks he 
has been misled by a prospectus must take; he must not rest content 
with repudiating his contract, but should, in addition, take the proper 
procedure to have his name removed from the list of members of the 
-company and the share register rectified. 


188 





Current accounts with more than one bank offer many advantages for certain big 
industrial concerns. An admirable system of working such accounts is here explained. 





Banking Arrangements 
By J. QG. Dawson, A.L.A.A., F.I.S.A. 


HERE are many large businesses in which current accounts with 
more than one banking institution would possibly prove a con- 
siderable advantage. The following outline of a system dealing with four 
Joint Stock banks may be of interest to those readers engaged in some 
of our great industrial concerns, and particularly to those with large 
sales organisations with numerous representatives paying in collections 
in every part of the United Kingdom and very heavy remittances by 
post. The country is divided into four Divisional territories, with 
approximately equal business in each, and a separate receipts Cash Book 
is kept for each Division ; each Division having its accounts in a separate 
bank. An additional Cash Book (No. 5.) is also in use wherein all receipts 
relative to Creditors, Impersonal, Private and other accounts than 
Debtors are entered. There are four current accounts with four of the 
leading Joint Stock banks. 

The respective cash books being entered up each morning and the 
daily total extended into the Bank columns, these totals are then 
transferred to the “ Bank Analysis Book ” ruled as example No. 1. 

EXAMPLE I, 
BANK ANALYSIS BOOK. 
Recerpts. 
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It is not necessary to keep rigidly to the system of banking all the 
remittances from one territory in one bank, the main object is to divide 
as evenly as convenient the whole remittance between the four banks, 
although in certain circumstances it may be decided to deposit a larger 
proportion with one bank than the others, and this can readily be done, 
but the share to each bank will generally depend upon the state of each 
banking account. See Ruling No. 2. 
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EXAMPLE II. 























It is now necessary to idee the samoa of the daily cash receipts 
among the four banks. The Bank Pay-in Slips are listed on a Burrough’s 
Adding Machine and when the total decided upon is shewn the slip is 
taken out and the machine cleared for the next bank, and so on, until 
slips of equal amount (approximately) have been entered for each Bank. 
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To prove the accuracy of the total receipts at the end of each month 
the Cash Book totals are entered on the debit side as per example (3), 
which should agree with the total column of the receipts transferred 
from the various cash books. The totals banked would agree with the 
total receipts. The bank totals at the end of each month would, of 
course, be posted to the debit of each bank in the Private Ledger. 

It is also suggested that there be in use a Daily Bank Balance Book 
which will give the position of each banking account at a glance, e.g. (No. 4). 
Examp_e IV. 

BANK DAILY BALANCE BOOK. 





















































Date C. ' D. Total. 
1921. s.| d. £ | s.J)d. s.| d. 
Jan. 1 | Balance 19 3| 4| 2061) 5 anua 4 
Receipts 1708/13/10), 1708/13/11) 6834/15] 5 
3407/17] 2| 3769/19 zl 20537| 9| 9 
Payments 700 600} ~ —| 2800) -| — 
Balance 2707 17; 2) 316919 74 17737) 9 9 
3 | Recerpts 1000 740) 3110) 4740; 310 
3707117 3910 3) 5| 2247713) 7 
Payments 429) 1| 6 256) 4| 9| 2261 14 1 
£3278l15| 8! £3653l18] 8 £20215|19| 6 
dx nr ra E 











Banking Arrangements 





Separate Payments cash books are also essential for each bank, and 
these are kept in the ordinary manner. 

Arrangements could be made with the various Bankers in entering 
cheques in the Pass Books to record the number of the cheque instead 
of the name of the drawee. This is of very great assistance in checking 
the Pass Book with the Cash Book as there may be a very great repetition 
of names which causes the work of checking to be very laborious. If 
numbers were substituted instead of names the work would be 
considerably cut down, and consequently made very much easier. 

In compiling the bank reconciliations this system would be found 
very valuable, as with hundreds of unpresented cheques at the end of 
each half-year these are easily traced. The figures then would be 
extracted with little delay and the result is greater efficiency in keeping 
a check on the bank accounts, which is very essential with large firms, 
especially at a time like the present. This system, I think, would work 
admirably, and prove beneficial in such cases where the present banking 
arrangements do not supply the desired information as readily as shown 
in the above examples. 





A Great Bank 


"THE story of the striking development of the London Joint City and Midland 

Bank—an authentic romance of modern banking—was recently the subject of a 
most interesting sketch by Mr. Arthur W. Kiddy, editor of the Bankers’ Magazine, 
and the narrative, under the title of “ A Great Bank,” has now been attractively 
reprinted in brochure form for general circulation among business men. It is 
difficult to realise that sixteen years ago the paid-up capital of the Bank was only 
three millions, there were but £47,000,000 of deposits, and 445 branches. To-day 
it is a gigantic organisation with a paid-up capital of nearly eleven millions, a 
reserve of equal amount, deposits of over £367,000,000, while the number of offices, 
excluding those of its affibated banks, is 1,484. Such an achievement in the field 
of banking organisation is worth the telling, and it is worthily told Full-page 
portraits of the late Chairman and Managing Director (Sir Edward Holden, Bart.), 
his successor {the Right Hon. R. McKenna), and of the three joint Managing 
Directors (Messrs. Samuel B. Murray, Frederick Hyde, and Edgar W. Woolley), 
together with photographs of the Bank’s principal offices, effectively illustrate the 
brochure. 


gpa amis saa 
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The “Direct” and “Indirect” Taxation 
of Profit 


By George M. Corron, O.A. 


A Distinction Without a Difference 

HE notion that there is a vital differentiation to be made between 

what is termed “ direct ” taxation and what we know as “ indirect ”’ 
taxation, dies hard. The distinction is time-honoured at least, and 
while it may be permissible to doubt whether it ever had any real 
meaning, one may reasonably infer that it is still respected in circles 
concerned with the national finance; though, as Mr. Wells has said 
in quite another connection, it may be “ venerable by reason only of 
its antiquity.” No doubt there does exist a sort of taxation which 
can never be anything but direct, e.g. death duties, since these can 
only be passed on to the person entitled to the estate after deducting such 
duties. But, as regards the taxation of profits, which form such a large 
portion of the taxable wealth of the community, the cost accountant at 
any rate may justifiably remark, ‘‘ Nous avons changé tout cela.” 

The taxation of profits is one of the aims of the Income Tax law, 
and of the departmental regulations and practices based upon that law 
and the cases. The Department proceeds upon the principle that 
profits, for the purposes of the law, are income within the meaning of 
that word as used in the Acts. Profits are, therefore, assessed to Income 
Tax, and the general understanding of the result is that a direct taxa- 
tion of such profits occurs. But, while Income Tax may be a direct 
tax on incomes, or, at any rate, on certain classes of incomes, it by no 
means follows that it acts upon profits in the same manner. Those 
individuals whose incomes are limited in the sense that they cannot 
increase them by doing more work (since, in fact, a goodly proportion 
of such individuals in reality do not work at all) are undoubtedly taxed 
directly on their incomes. The amount of money coming in during the 
financial year (omitting evasions and mis-statements) is known to the 
authority, and the application of the ruling flat rate does the rest. 

It is, as indicated, when one considers profits, which for the purposes 
of the Income Tax Acts are taken to be the “ statutory income,” that 
one experiences a certain hesitation in accepting without suspicion the 
statement that Income Tax is a direct tax thereon. For consider how 
profits are arrived at. Here we have, say, the case of a maker of boots, 
who has to find a selling price which will not only recoup him for his 
outlay, but will leave hin» a modicum over for himself. This he calls 
his profit. For the sake of simplicity, we shall ignore the question of 
competition in bootmaking, and assume that our bootmaker will be 
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content with a “ fair” profit. He counts the cost of his materials, his 
operative labour, his superintendence, storekeeping, management, selling, 
depreciation, and sundry other items of charge. Having added them 
up, he arrives at his total cost of production. Assuming that he wishes 
for himself 10 per cent on that total cost, to represent the reward for 
his initiative and enterprise, and the compensation for his risk, he adds 
this 10 per cent on to the total cost and thus arrives at a selling price. 





MR. GEORGE M. COTTON 


Now, for the purpose of taxation, the 10 per cent referred to (sub- 
ject to the various items of expense being allowable under the regula- 
tions and the law) is what the Inspector of Taxes fixes with his eye. 
He says that he must have a certain proportion of it, in order that the 
national business may be kept running. Take it that one-third is so 
asked for; this leaves our bootmaker with but two-thirds of what he 
was counting upon. So far, therefore, the tax operates directly and is, 
in effect, exactly the same as the taxation of a fixed income. 


Income Tax as an Expense of Production 

The bootmaker, after some cogitation, decides that he cannot allow 
the State to snatch one-third of his expected profit. He needed that 
10 per cent, and he does not feel inclined to do without even a small 
proportion of it. He has to live in decent affluence or in ordinary com- 
fort, asthe case maybe. He therefore determines to call in an accountant, 
as every prudent man of business would do ir? such circumstances. This 
done, he finds that he can safeguard himself, especially if all his com- 
petitors take the same advice, by treating one-third of his proposed 
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profit as an expense of production; and that, by increasing his rate of — 


profit, even after the State has been satisfied, he will be left with, the 
same as before, if not a little more, since he will probably omit to notice 
that he will be taking a profit on the tax charged. 

Of course, his selling price flies up, but then those of his competitors 
fly up also. The only person who has cause to grumble is the individual 
who cannot make his own boots, but has to buy those made by his 
betters. The effect on the boot trade will be obvious; turnover will 
drop, and the same production will not be required. But to the boot- 


maker it is much the same as before, for, on a smaller turnover, he- 


makes the same, if not a slightly greater, net profit. (Possibly it is 
on this method that the Telephone industry as run by the State is to 
be made to “ pay!’’) 


Illusion of Direct Taxation of Profits 
It would therefore appear that, where Income Tax, or indeed any 
other kind of tax, is aimed at profits, being by the first intention a direct 
taxation of such profits, it can, by the manipulation of the cost accountant 
be transmogrified into indirect taxation, by importing into the particular 
costing method an estimate to cover the tax liability. It is, in such 
circumstances, not much use to perpetuate the idea that direct taxation 
of ultimate profits as part of the scheme of national finance is anything 
but illusory. So long as no steps are taken by way of ensuring that 
such taxation is not commuted as cost of production, the direct tax 
becomes an indirect tax and is tucked away in the price of the particular 
article or service. Whether the taxing authorities and their advisers 
are aware of the illusion, I do not know. I feel that they cannot be 
wholly ignorant of modern methods of commercial and industrial finance. 
But at the same time, while E.P.D. has been officially reported to be, 
in its effect, an indirect tax, we have not yet had a similar pronounce- 
ment regarding Income Tax. 

For my own part, I should like to see the whole system of profit 
taxation swept away, with its deadweight of Acts and cases, and its 
enormous organisation, both official and unofficial. No doubt the 
taxing of incomes only, in the strict sense of the word, would lead to a 
new piling up of regulations, but trade and industry would at least be 
free. But probably the difficulties in the way are too tremendous. 
One has only to think of the question of Reserves and Depreciation to 
see that to confine Income Tax to actual cash incomes without provi- 
sion in respect of such appropriations might involve an addition to the 
normal number of shillings in our pound sterling, in order to cope with 
the rate of tax that would be required. At the same time, the facts 
at the disposal of the Inlarid Revenue might prove of value in any dis- 
cussion, and, if available, might alter the aspect of difficulty and mitigate 
the apparent absurdity of the idea. l Eo 
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A vexed question of great interest to the business man is lucidly discussed by Dr. Holland 


in this article. 





Nuisances in Trade, Industry 
and Commerce 


By Dr. R. W. Homann, O.B.E., M.A., M.Sc., LL.D. 


ECENT decisions in the Courts have served to call the attention 
of business men to the possibility of committing legal wrongs, 
whilst carrying on a legitimate and otherwise laudable and necessary 
undertaking. It is therefore interesting to consider some of the principles 
underlying the law that provides that a man may not do what he likes 
with his own. Whilst there are many things that a man may do with 
his own property even to the discomfort of his neighbour he is nevertheless 
bound to respect his neighbour’s rights, and although not universally 
applicable, the Latin maxim, “ Sic utere tuo ut alienum non laedas,’’ must 
be kept in mind. 


Public and Private Nuisances 

Many types of commercial and industrial undertaking are only possible 
under circumstances which, to a greater or less degree, attract the notice 
of and, in cases, diminish the comfort of the neighbouring owners and 
occupiers of premises, and where another person is unlawfully disturbed 
in the enjoyment of his property or in the exercise of his rights a nuisance 
is committed. A nuisance may be an injury to the community or it 
may affect some particular persons in a greater degree than others, that 
is, a nuisance may be public or private; and it is with the latter class 
that we are more particularly concerned. Private nuisances, however, 
sometimes arise out of public ones, as in cases where it can be shown that 
a particular individual is substantially and materially prejudiced beyond 
his fellows. For example, where a tradesman by drawing up his vehicles 
in a narrow street blocks access to the street, it is the public at large that 
is damaged and the conduct of the tradesman will amount to a public 
nuisance. It is conceivable that the block may divert traffic and custom 
from the premises of an individual, but it has been held that unless it 
amounts to closing of access to his premises he is not particularly damaged, 
and no private action lies. The authorities are not well settled, and all 
facts must be known before a definite conclusion can be arrived at, for 
example, it is an actionable nuisance to allow horses and carts to stand 
outside the premises of another for an unreasonable time, where the result 
is to obstruct access to the premises, materially to darken the interior 
and cause annoyance by reason of bad smells arising from the load. 
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Industrial Nuisances and the Question of Damage 


The chief form of industrial nuisances is the carrying on of a noisy or 
offensive trade in such manner that its continuity interferes with the 
health or comfort of the occupier of property adjacent. The judgment 
of Lord Justice James referred to in a recent case perhaps illustrates the 
position as well as any statement could. An adjoining owner sought to 
prevent, by injunction, a large colliery company from erecting coke 
ovens or working such ovens, on the ground that they would produce 
smoke and deleterious vapours to the damage of the plaintifi’s property. 
Discussing the judgment of the lower court Lord Justice James alluded 
-to the principle laid down by the Master of the Rolls: “ that in a case 
of this kind, where the plaintiff was seeking to interfere with a great 
work carried on, as far as the work itself is concerned in a normal and 
usual manner, the plaintiffs must show substantial, or, . .. visible 
damage . . . . and as I understand the proposition, it amounts to this, 
that, although when you once establish the fact of actual substantial 
damage, it is quite right and legitimate to have recourse to scientific 
evidence as to the causes of that damage .... the damage must be 
such as can be shown by a plain witness to a plain common juryman. 

“ The damage must also be substantial, and it must be, in my view, 
actual; that is to say, the court has, in dealing with questions of this kind, 
no right to take into account contingent, prospective, or remote damage. 

“It would have been wrong, as it seems to me, for this court in the 
reign of Henry VI to have interfered with the further use of sea coal in 
London, because it had been ascertained to their satisfaction or predicted 
to their satisfaction, that by the reign of Queen Victoria both white and 
red roses would have ceased to bloom in the Temple Gardens. Ifsome , 
picturesque haven opens its arms to invite the commerce of the world, 
it is not for this court to forbid the embrace, although the fruit of it should 
be the sights, and sounds, and smells of a common seaport and ship- 
building town, which would drive the Dryads and their masters from 
their ancient solitudes. 

“ With respect to this particular property before us, I observe that 
the defendants have established themselves on a peninsula which extends 
far into the heart of the ornamental and picturesque grounds of the 
plaintiff. If, instead of erecting coke ovens on that spot, they had been 
minded, as apparently some persons in the neighbourhood on the other 
side have done, to import ironstone, and to erect smelting furnaces, 
forges and mills, and had filled the whole of the peninsula with a mining 
and manufacturing village, with beer shops, and pig-styes, and dog- 
kennels, which would have utterly destroyed the beauty and the amenity 
of the plaintiff's ground, this court could not, in my judgment, have 
interfered. A man to whom Providence has given an estate, under 
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which there are veins of coal worth perhaps hundreds of thousands 
of pounds per acre, must take the gift with the consequences and 
concomitants of the mineral wealth in which he is a participant.” 


When a Nuisance becomes Actionable 

Now, whilst all this is true, we must go further. The apprehension 
of damage may not be actionable, but after the erection of the furnaces, 
if their use is proved to be a nuisance, causing continuous noxious 
fumes to enter the premises of the objector, making his residence unten- 
able, an action lies, and the legality and necessity of the business is no 
excuse. This was the principle which moved the court to grant an 
injunction prohibiting the use of a steel cutting-saw which so affected 
a residential district as to be a distinct annoyance to the residents. The 
loss, difficulty or expense of abandoning the objectionable tool would be 
no answer to a claim for its discontinuance. It has been laid down that 
where the carrying on of a business has the effect of interfering materially 
with “the physical comfort of human existence” an action will lie 
against those carrying on the business at the instance of those 
discommoded. 

Smoke, offensive vapours, noise, dust, either alone or in combination, 
have been held to constitute a nuisance. Usually the use of a dwelling 
house in a proper manner, even if accompanied by noises of children which 
inconvenience adjoining owners, is not a nuisance, but if a dwelling house 
is converted into a place of business, and the noise arising from the 
business inconveniences those in neighbouring dwellings, used as such, a 
nuisance may be established on the principles already stated. 

It is often difficult to establish the point at which a person’s use of his 
own property causes damage to his neighbour, but in this connection 
it has been laid down in a famous legal decision “‘ that a person who for 
his own purposes brings on his lands, and collects and keeps there anything 
likely to do mischief if it escapes, must keep it in at his peril, and if he 
does not do so, is prima facte answerable for all the damage which is the 
natural consequence of its escape.” This principle extends to the case 
of fire caused through the burning of rubbish spreading and damaging 
adjacent property ; to the escape of artificially reserved water; to damage 
by reason of defective electrical plant and equipment; to the tipping 
of rubbish and refuse and a thousand and one other causes. 

Former decisions as to apprehended danger from industrial under- 
takings have, as we have seen, viewed the position as not actionable 
unless the damage has actually materialised. A very recent decision of 
the House of Lords reversing the judgment of the Court of Appeal and 
reasserting the decision of Mr. Justice Sargant is*worthy of consideration 
on this point. A colliery company had authority to tip colliery “ spoil” 
or refuse on land adjacent to the colliery. The tip was on the side of a 
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hill, and the matter deposited was alleged to have caused a land-slide, 
damaging roads and houses. An action was brought by the local authority 
and by the owners of the land upon which the tip stood, and an injunction 
was granted to restrain further deposit with leave to apply, in case of 
threatened danger, for the execution of any works necessary to protect 
the adjacent property. The case turned principally upon the scientific 
evidence directed towards proof as to the cause of the land-slide, but it is 
interesting in that, damage having once occurred, an action lies to prevent 
further damage in case of threatened danger from the same source. 


Authorised Works 

The private individual and the ordinary limited liability company 
are governed, in the matters just reviewed, by the law as stated. It is 
open to them to set up in business, but in so doing they must respect the 
legal rights of others. On the other hand, public undertakings created 
under parliamentary authority to supply services to the community 
may be placed in a different position. Railway, tramway, electricity, 
gas, water and similar undertakings are created by special Act of 
Parliament, special authority is given to them and special responsibility 
cast upon them. Their works are authorised, and even although a nui- 
sance, may in some measure be protected. The amount of protection 
depends entirely on the construction of their powers. In any event the 
undertaking must be carried on and constructional works undertaken 
without injury to private rights whenever possible. 


Authorised Nuisances 

The authority may be given to do the work at any cost subject to 
compensation in cases of material damage caused by the construction of 
works. Inconvenience may arise from the working of the undertaking, 
but if it is generally incidental, as in the case of noise and vibration from 
a railway in spite of the use of modern scientific appliances, the incon- 
venience is not an actionable nuisance. The positions of the owner of 
a private locomotive on the highway and of a railway company for 
damage done by sparks from their respective engines are not comparable. 
The former must prevent damage at all costs, the latter has some 
protection if due care is taken, but this is limited by the Railway Fires 
Act. 


Nuisances not Authorised 
Where authority is given to do some act not limited by time or space, 
the persons authorised are bound to exercise discretion in choice of site 
and time of action. Where a local authority acquired power to erect a 
hospital within its area, the power given did not relieve the local authority 
from the duty of choosing a site where the hospital would not be a nuisance 
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to adjoining owners. Again, Parliament may authorise the carrying 
out of works without nuisance if possible, but in the event of nuisance 
being proven, the payment of compensation without an injunction will 
be sufficient. Because such authority is given it does not follow that 
damages or compensation will be adequate for any nuisance arising out 
of the undertaking. Only matters incidental to the undertaking as such, 
as, for example, vibration from an electrical power station properly 
authorised to be set up on a given site, are nuisances which would be 
compensated for but not abated by injunction. On the other hand, a 
very recent decision in the Court of Appeal decided that where no excep- 
tional circumstances are made out an injunction will be granted. In 
this case a lessee of premises adjoining an electric power station sought 
to restrain a nuisance caused by the discharge of gritty dust and ashes 
from the chimneys of the power station. He claimed that the dust 
choked the gutters and roof of his premises, and formed a thick deposit 
on the timber in his premises, getting into the natural cracks in the timber, 
and so blunting the tools of his men engaged in cutting masts, oars and 
sculls. The defendants claimed that the works formed part of their 
statutory undertaking, and prevailing conditions, particularly inferior 
coal, made it difficult to prevent the inconvenience complained of. They 
brought into court £100, but an injunction was granted, and the appeal 
against the injunction was dismissed. 

Many interesting questions on legal rights will appeal to business men 
as coming within the brief review set out above; questions involving 
access of light, riparian ownership, water supply, party walls, the fixing 
of plant to buildings and numberless matters of everyday business life 
are equally worthy of consideration. 
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Searchlight on Railway Traffic Costs 


By GEO. B. LissHNDEN, 
Author of “ Industrial Traffic Management,” etc., eto. 





VW in the London Magazine for March last, Sir Eric Geddes 
described transport as “The Key to Prosperity,” and he said: 
“How many people have really studied Movement, how many under- 
stand its science? I doubt if there is any civilised people in the world 
less well-informed than the British public on the science of Movement, 
which we call Transportation.” All of which, no doubt, is perfectly 
true and adds point and emphasis to what has been said in my recent 
series of articles on “ Current Transportation Problems,” and especially 
in last month’s article under the heading of “ The Future of Transport ” 
—as to the necessity for the trading community to pay more attention 
to this important subject. 


Misleading “ Tonnage” Rates 


How many, for example, realise that although their tonnage rates 
have been advanced a nominal one hundred per cent (that is, ignoring 
for the moment the “ flat rate ” addition of 1s. and the additional charge 
of Is. 6d. per ton for delivery at each end of the journey) they may to-day 
be actually paying very much more than that for the carriage of their 
goods? Yet figures will soon prove this to be so. Take the very first 
entry on the accompanying table No. 1 as an instance of this. It 
will be seen that whereas two years ago the carriage on a parcel of printed 
matter weighing a half hundredweight, sent from Bath to London by 
goods train reckoned at the “ smalls scale ” was Is. 3d., or 50s. per ton; 
to-day the cost of conveyance of the same parcel is 3s. 2d., or at the 
rate of 126s. 8d.—an increase of over 153 per cent! Similar entries on 
table No. 1 tell the same tale—that is to say; the carriage charges on a 
parcel weighing under three hundredweight, and, therefore, chargeable 
at the “ smalls ” scale, forwarded by goods train, are to-day over 150 
per cent more than what they were two years ago. Thus: to send a 
consignment of boots, weighing two and a half hundredweight, from 
Northampton to London, to-day costs 9s. 5d., as against 3s. 9d. 
formerly—an advance of over 151 per cent. 

It may be said that this method of calculation is not fair—that to 
arrive at the increase one must take the total tonnage and total carriage 
charges, and not merely pick out the “smalls ” traffic. Very well; 
table No. 1 shows that if five different consignments of printed matter 
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of varying weights be sent from Bath to London on different days (so 
that they are charged for as separate consignments) and the total weight 
amounts to eighteen hundredweight, the carriage charges would to-day 
come to £2 19s. 8d., as against £1 6s. 10d. two years ago—an increase 
of 122 per cent. 

Table No. 2 is designed with a double purpose—first of all to show 
how economies can be effected by adopting the “ bulking ” principle, 
and so partly meeting the increases just referred to, and to explain what 
the traders have to face if a certain recommendation of the Rates Advisory 
. Committee is adopted. 


“ Bulking "’ Cuts Down the Carriage Account 


First, as to bulking. When sevéral parcels are forwarded to the 
same station on the same day they may—even if they are addressed to 
different consignees—be “‘ bulked ” for carriage charges purposes. That 
is to say: they may be consigned together as one lot so that the rail 
charge shall be calculated on the gross weight, but when this is done 
“split delivery ” charges are leviable. What this actually means in 
practice can best be seen by comparing the “‘ rail charges ” on the five 
consignments of printed matter forwarded from Bath to London, shown - 
on table No. 1 (which, for the purpose, are there presumed to have been 
forwarded on different days) with the “ rail charge ” on the same con- 
signments shown at the top of table No. 2 (where the goods are presumed 
to have been “ bulked ”). It will be observed, if you look at the eighth 
column of table No. 1 and compare this with the corresponding column 
in table No. 2, that whereas the carriage on the goods as separate con- 
signments amounts to £2 19s. 8d., when they are ‘‘ bulked ” a saving of 
4s. 7d. can be effected. The other entries on these two tables—by 
comparison—show a similar result. And, as already stated, that is one 
way—i.e. by “ bulking ”—in which the trader can cut down his carriage 
account. Of course this cannot be done in every instance, but very 
often it is merely a matter of arrangement, of co-operation between 
the sales side and the works side of the business, so that all the orders for 
one particular town are packed for dispatch on the same day. 


The Proposed Increased “‘ Split Delivery” Charge 


Now in Part 3 of the Rates Advisory Committee’s Report, published 
quite recently, there appears the following passage— 

It has been the practice of the railway companies in the case of consignments 
of 3 cwt. or under to make the following charges— 


On splitting traffic carried at C. and D. rates or S. to S. rates, if not carted by the 
railway company, Id. per portion. 
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On splitting and delivering traffic carried at C. and D. rates and carled by the 
railway company in London, 3d. per cwt. additional, with a minimum of 4d. for 
each separate cartage ; and in the country, 2d. per cwt. additional, with a minimum 
of 3d. for each separate cartage. 

On splitting and delivery of traffic carried at S. to S. rates and ¢arted by the 
railway company, a charge fixed locally. 

The proposal of the railway companies is that in the last-mentioned case the 
charge should continue to be fixed locally, but that in each of the other cages the 
charge should be made whatever the weight of the consignment, and should be 

_ double the charge heretofore made, with the minimum also doubled, but that a 
maximum should be imposed so that the additional charge for the separate cartage 
of a consignment should never exceed in London ls. 6d. or in the country 1s., 
this being equal to the additional charge proposed for the separate cartage of a 
consignment of 3 cwt. 

Having regard to the reduced value of money and the fact that the rates to be 
charged for carriage and other services rendered by the railway companies have 
been more than doubled, we think that the companies should be authorised to 
increase their charges to the extent proposed by them; and we think that, as 
additional labour is imposed upon the companies by splitting deliveries and the 
trader has usually obtained a reduction in the rate for conveyance by combining 
several deliveries in one consignment, it is reasonable that the additional charge 
for split delivery should be extended (subject to the maximum mentioned) to 
consignments over 3 cwt., and we recommend and advise accordingly. 


Table No. 2, taken as a whole, shows at a glance exactly what this 
would mean to the trader if this recommendation is adopted. It means, 
to take one specific example, the first one in the table, that even when 
goods are “ bulked ” there is to be a further increase of 7.26 per cent 
on the total charges, or an increase of over 369 per cent in the “ split 
delivery’ charges. The third and fifth entries in table No. 2 show up 
even worse than that, and make it clearer than any words could do that 
transport really is an important matter requiring the earnest attention 
.of every business man who forwards his goods by railway. 

If any further proof of this be needed it will be found in table No. 3. 
This shows the increases in the carriage charges on still smaller parcels 
forwarded by passenger train. Very few indeed realise that it costs 
them several pounds per ton to send their traffic by passenger train, yet 
this is plainly to be seen from table No. 3, and warrants the statement 
that this expensive method of transport should be avoided whenever 
possible. 

It is advisable for every railway trader occasionally to bring a search- 
light to bear on his carriage charges in this way. Sometimes an inves- 
tigation will lead to the adoption of a different—and cheaper—method 
of distribution. 
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TABLE No. 3 


STATEMENT SHOWING INCREASES RECENTLY MADE IN THE 
CHARGES FOR THE CONVEYANCE OF SMALL PARCELS 


BY PASSENGER TRAIN 
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Practical Costing 


V. Tool Stores and Records ` 


Nee systems are in operation to-day, but how many of them 
go far enough to give information which will be of some service 
to the Shop Manager, and how many can be relied upon to be made use 
of for the financial books of the Company at the end of the half-year 
or at whatever period the books are closed? A system which may be 
practicable in one shop may not be suitable in another, but the system 
which I will endeavour to explain will, I think, prove workable in the 
majority of cases. It is essential that new tools should be kept separate 
from circulating tools (that is, tools that have been used), so that at the 
end of the financial period in the Company’s books the new tools can 
be taken into the stock sheets at cost price or market value, or a percentage 
taken off the cost price for depreciation. 

If the business is large enough to necessitate a number of stores it 
is desirable and necessary that a General Tool Store should exist, which 
should carry a stock of standard tools to be issued to the departmental 
or sub-stores on imprest, each sub-store only carrying a reasonable 
working stock and drawing new tools from the General Store in exchange 
for broken or defective ones, so that the sub-store’s stock of tools will be 
termed circulating tools, whereas all tools in the General Too] Store will 
be new tools. Provision will, of course, require to be made when a broken 
tool is converted to some other type of tool. Special tools for the sub- 
stores will be charged against them direct, and termed as circulating 
tools. If the two stores exist, no trouble will arise regarding the stock 
of new tools compared with the stock of circulating tools, but taking 
for granted that no General Store exists, and new tools and circulating 
tools are all in the one store, I will proceed with a system to cover such 
existing conditions. The store should be, as it were, in two sections ; 
one section carrying the stock of new tools and the other section (which 
should be near the door for convenience) carrying the stock of circulating 
tools which are being issued on loan more or less daily. All tools are 
binned, and each bin allotted a bin number. The store-keeper has a set 
of cards showing his stock of new tools and his stock of circulating tools. 
When tools are transferred from the new tool stock to the circulating 
tool stock a tool transfer slip is made out by the storekeeper showing the 
Bin Number to be credited* and the Bin Number to be debited.. After 
he has made the entries on his cards the slips are sent to the Stores 
Department where the new tools stock is likewise credited and the 
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circulating tool stock debited. The same procedure applies when tools 
are scrapped or converted—the one account credited and the other 
debited. In some shops it is necessary that some of the workmen should 
have a kit of tools, and when such is the case the storekeeper must have 
records so that when the workman leaves the department or firm a record 
can be produced showing all tools that the man has on loan outstanding 
and those returned can be checked. To cut out as much clerical work 
as possible for the storekeeper, the book of the foreman who authorises 
the storekeeper to issue these tools should be ruled in such a way that 
the storekeeper can file his slip as the employee’s tool record card for 
tools issued for kit purposes. 


. FOR OFFICE USE, 
EMPLOYEE’S TOOL RECORD CARD. 


























! 
i No. Check No. 
NO ves ves aes Check No... wu | 
NEO ee eo 
To SToREKREPER, < : 
Please issie tO sei secs a ai twin dad gp eee Sea, Sg, Ro a A 
the following tools which are to be returned to the store prior l q d 
to his leaving our employment. . e- “ 
daea neee Lamteee «abet ~ Foreman. i 
19... | T aaeea 
fan Quantity. Size. Description. l 
ere : F 
J (| 8 
The tools mentioned above have been received by me on loan, , i 
(Signed). ia nea a | Bb 
t 
Issued by ga f 





The ruling at the back of the card shows the date, etc., the tools are 
returned, quoting the Return to Store note number. When an employee 
leaves, the storekeeper after having received all tools issued on loan, sends 
a note to the pay office stating that all tools issued on loan have been 
returned, and the employee has got a clearance as far as he is concerned. 
The old card, accompanied by the Return to Store Note, is sent to the 
Office, the former for filing for future reference if necessary, and the latter 
to debit the Store’s stock and credit the Tools issued for Kit account. 

The foreman’s books are in duplicate, the first copy thin paper, the 
second copy thin cardboard. The storekeeper on receipt of the card, 
hands out the material and gets the signature on the card of the man 
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to whom the tools are given. This having been obtained the storekeeper 
completes his portion, credits his Bin Card, sends the perforated part 
to the Office, and retains the other portion of the card which is filed in 
a box either alphabetically or by workman’s check numbers (the latter 
will possibly be found most convenient). The original note from the 
foreman with the signature of the man to whom the tools were issued 
acting as a very fine record of the tools issued for an indefinite period 
which can be referred to in a moment’s notice. 

Tools that are issued in the morning and returned the same day 
(or whenever the operation to which the tools is being used is completed) 
must be accounted for, and as there usually is a great deal of this daily 
it is desirable that a reliable check should exist so that the storekeeper 
is in a position to account for all tools against individual workmen, and 
can show the number of tools each workman has out on loan. Such 
information is available without any clerical work or writing, either by 
the foreman or the storekeeper if the double set of brass checks are used. 
In all bins where the circulating tools are stored there should be two 
hooks upon which checks hang, the number of checks hanging to each 
bin representing the number of circulating tools in stock, each check 
having the bin number typed thereon. 

The number of checks hanging on the hook on the left-hand side of 
the.bin represents the number of tools in the bin, the number of checks 
hanging on the right-hand side of the bin represents the number of tools 
out on loan, the total of both representing the number of circulating 
tools in stock. 

Each workman is given six checks which are to be used for drawing 
tools from the store. When a tool is wanted the workman hands over 
one of his checks to the storekeeper in exchange for the tool he wants. 
The storekeeper hangs the check up on the hook on the right-hand side 
of the bin, and takes a check from the other side, which he places on the 
board against the workman’s pay number. A similar procedure is 
adopted when the tool is returned, the check on the board representing 
the tool returned is put into the bin along with the tool, and the workman 
in exchange for the tool returned receives his check. 

The colour of the checks which the workman have must be different 
from those representing circulating tools in stock. By adopting the 
above system the storekeeper is in a position to see at a glance by going 
to the board the number of tools against each workman, and the number 
typed on the checks against each representing the type of tools. By 
going to the bin the storekeeper sees by the checks hanging on the right- 
hand side of the bin the check or pay numbers of the workmen who 
have the tools. 





A timely feature which emphasizes the imperative need for a more easily negotiable 
bill of lading, now being discussed by a committee of London bankers. 





The Need for a Revised Bill of Lading 


By A. G. Suea 


The Banker’s Point of View 


ees instances of legal disagreements have arisen in the past in 
which a ship’s bill of lading has been the chief bone of contention, 
and the more the facts and details of the cases are examined the more it 
is impressed upon one that the document as it appears in its present form 
is not satisfactory, at least from the banker’s point of view. That the 
question is a sufficiently vital one to a banker is evident when it is 
considered that he advances large sums of money every day on no 
further security than the possession of a bill of lading, coupled (very 
fortunately for him) with the honest intentions of his customers. 

A few comparisons with other forms of security will reveal a great 
disparity in the safeguards which can be taken to ensure that a certain 
piece of paper is a negotiable instrument, is genuine, and is actually 
worth all that the owner claims for it. 

Stocks and shares can be examined as to their origin, all the details 
of the company of issue rooted out of official archives, the signatures 
of secretary or directors checked, more often than not their wanderings 
from hand to hand can be traced and whether the present possessor 
is duly registered as the rightful owner. Their value in the open market 
is quoted daily. Any block of one hundred Canpacs is as valuable and 
saleable as any other hundred, but any hundred sacks of rice are not 
equal in value to any other hundred. 

Now give a bill of lading a cursory glance (which is all they usually 
do get) and it will appear to be nearly covered, back and front, with very 
small printing, clause after clause. It would be safe to wager that those 
clauses are never digested and their intention realised by banker or 
merchant during everyday business, but occasionally lawyers are com- 
pelled to dissect them and delve into their mysterious depths like an 
Egyptologist into an ancient papyrus. Searchers will find that within 
these closely printed lines there is a complete disclaimer on the part of 
the steamship company of every event that has ever happened or could 
possibly happen within the imagination of man. The merchant who 
goes to law with a bill of lading as evidence would be confronted with 
“Ship not responsible for this and tbat ” until he would have forced 
upon him the conclusion that there is scarcely a thing for which the, 
ship acknowledges responsibility. The signature of the agent who signs 
on behalf of the company—is there any means of knowing first that it 
is genuine or forged and that it carries with it authority to act in the 
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company’s name? Would a banker pay a cheque or act on customers’ 
instructions or accept a receipt if he is not able to compare and 
authenticate the signatures thereon. Frequently there is no full 
signature, but only scratched initials, or even a rubber stamp that 
could be impressed by any person having access to it. Next we come to 
the number of copies which have been attested “ one being accomplished, 
the others to stand null and void.” It is assumed by the banker that 
if he holds the full set he has perfect security for the goods and that 
no other person can obtain possession of them, but I have seen six copies 
in a set of two each one apparently quite as negotiable as and marked 
no differently from another ! 

Come to the blank spaces wherein the goods to be carried are entered, 
how often do we notice “ 100 bags satd to contain rice,” “ said to weigh 
30 tons,” “ weight and contents unknown,” and such delightfully vague 
terms. We can only hope that the shipper has not filled his boxes with 
bricks or his sacks with sand. Of course, such frauds have happened 
in the past and will again in the future until the steamship companies 
are prepared to give a valid clean receipt for what they do take on 
board. It is not at all an impossibility, nor a great difficulty, to be'a 
little more explicit and definite. 


An Objectionable War Practice 
A practice grew up during the war, with the congestion in the docks 
as an excuse, of issuing a bill of lading reading “ Received for shipment 
Dn caitauss steamer or following steamers,” instead of “Shipped by 
a....definite....steamer’’ and no other. It is now quite time this 
practice was dropped; there is no longer a reasonable excuse for its 
continuance. It was a war measure and as such served its purpose, but 
the war is generally supposed to be over now. What can be the result 
if a banker advances money on the security of a “ Received for shipment ” 
bill of lading ? In the first place he has no certainty that the goods were 
put on board the steamer named on the document, or even on any 
subsequent vessel. They can be shipped entirely at the company’s 
convenience, put aside on their wharf and shut out of steamer after 
steamer ; they have given no guarantee to ship within a specified time 
limit. The insurance policy will cover the shipment by the boat first 
named on the bill of lading, it being issued probably before any movement 
takes place. The intention to carry the assured property in a named 
vessel is considered as accomplishment of the event when the policy is 
issued, but supposing a claim is made the other end. Half the under- 
, writers would treat the policy as holding good for any following steamer, 
as a matter of course one risk is passed on to another, but the remainder 
would absolutely refuse to pay unless advised of the alteration. “We 
accepted the risk attached to the steamer named in our policy and have ' 
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nothing whatsoever to do with any other steamer.” Is the banker ever 
sure then that the goods represented on a “ Received for shipment ” 
bill of lading are safely insured ? 


The Date of Shipment 


A vital point attached to payments under documentary credits or 
the negotiation of documentary drafts under a banker’s guarantee is the 
date of shipment. When market prices are falling or uncertain, goods 
must be placed in the hands of the ultimate buyer within a short period 
and a stipulation is thereupon made that shipment must take place on 
or before a certain date. This stipulation forms one of the terms of the 
credit and the banker who negotiates the beneficiary’s draft bears this 
in mind, but the only evidence of shipment he receives is the bill of 
lading, and the date on it is assumed to be the date of shipment of the 
goods mentioned therein. He rightly maintains that he cannot go 
down to the docks to make certain that such merchandise is actually 
on board and the boat has actually left port on a given date. A brief 
resumé of an actual occurrence will suffice to illustrate the result. A 
credit was opened for shipment not later than 30th May, a “ Received 
for shipment ” bill of lading, dated 30th May, was attached to a draft 
and negotiated in good faith. The market suffered a severe fall and the 
buyers were probably very glad to discover that the steamer whose 
name had been entered on the bill of lading did not arrive in port until 
7th June. They repudiated “ May shipment,” easily proving that the 
boat did not sail with the goods until 10th June. The negotiating 
banker was left with goods whose value dropped daily, he realised for 
half the amount paid for them and lost several thousand pounds. I 
have had before me a bill of lading dated the 6th, reading “ Shipped ” 
by a steamer with the company’s own admission that it did not arrive 
in the port until the 11th. 

This is probably an extreme case of negligence, but sufficient evidence 
is brought forward in everyday practice to show that bankers must 
categorically and unconditionally refuse to pay against “ Received” 
bill of lading, and if they will only take up a sufficiently firm stand the 
practice of issuing such will cease. 

A combination of merchants and bankers is strong enough to demand 
from the shipowners a clear, straightforward, document without a 
hundred and one reserves and retractions, with the steamer and date of 
sailing unquestionably placed thereon. And the merchant is looking 
to the banker to give him a lead. 


Important Developments Probable - 
It may be added that a representative committee of London bankers 
has been formed and is discussing the possibility of bringing about the 
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issue of a more clearly negotiable bill of lading. Further, the matter 
is being taken up internationally at a conference held in Paris to which 
English, French, Belgian and Italian bankers were invited. 5 

On the shipowners’ side of the question there has already been a 
report issued by the Imperial Shipping Committee on the limitations of 
Shipowners’ Liability by clauses in bills of lading. This report recom- 
mended uniform legislation throughout the Empire subject to provision 
being made for: (1) the exclusion of exceptional cases in which goods 
can properly be allowed to be carried at owners’ risk; (2) the precise 
definition of the physical limits to the scope of the shipowners’ liability ; 
and (3) the fixing of the exact monetary limits to that liability. It is 
proposed to establish a special body common to the Empire whose full 
functions, constitution and powers are to be detailed later. 

Such uniform legislation would be greatly welcomed if it brought 
about a uniform bill of lading that would be used by all steamship lines, 
as far as the exigencies of a particular port or cargo allowed. The 
necessity of standardising the clauses on a policy was recognised long 
ago.and the knowledge that a banker or trader has of exactly what risks 
are covered or excluded has been the means of bringing from abroad 
a large volume of business to English companies. Bankers and shippers 
of merchandise have an interest in the constitution of this special body, 
bankers because they are at present advancing money on the security 
of a document of very doubtful negotiable value, and merchants because 
they are not sure of receiving within a defined time limit certain goods 
for which their money has been paid away. 





Business men, tired of the procrastination of the politicians, are now taking the lead 
in the negotiations to secure international uniformity in Commercial Law. 





Business Men and Uniformity of 
Commercial Law 


By O. E. A. BEDWELL 


AC the last meeting of the Chambers of Commerce of the Empire in 
Toronto a resolution was affirmed in favour of assimilating the 
commercial law throughout the Empire. Resolutions have been 
before the Congress for more than thirty years, and some people are 
inclined to think that no definite action has been taken in the matter. 
But, when the sizes of the area and population, and the fact that the 
co-operation of nearly seventy legislatures ts necessary, are taken into 
account, it may be claimed that substantial progress has been made during 
that period. The Bills of Exchange Act and the Sale of Goods Act are 
not only in operation throughout the Empire, but almost in all the states 
of the United States. Moreover, the movement is gaining impetus since 
differences in the law are hindrances to commercial intercourse, and 
practical men cannot allow such obstacles to remain in their way. 


Business Men Lead the Way 


Thus it has come about that the initiative in this measure of legal 
reform, has been taken by business men. Professor Gutteridge, in the 
January number of the Journal of Comparative Legislation and Inter- 
national Law, shows how the American Warehousemen’s Association and 
the American Bankers’ Association promoted legislation in order to obtain 
a uniform law on warehouse receipts throughout the United States. 
Much of the success of the International Maritime Committee in securing 
uniformity upon important branches of Maritime law has been due to the 
representation upon it of important commercial bodies such as Lloyd’s, 
the Chamber of Shipping of the United Kingdom, the London Chamber of 
Commerce and the Liverpool Steamship Owners’ Association. It has even 
been said that “ the business man in every country is a confirmed inter- 
nationalist.” Whether that description be generally acceptable or not, 
the fact remains that the increase in the rapidity of means of communica- 
tion and the marked dependence under present circumstances of the 
commercial interests of one country upon those of another have stimulated 
the movement between different parts of the Empire to draw closer 
together in commercial matters and even to remove obstacles between 
allied countries. 
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Uniformity in Canada 

Although, as a general rule, it would seem to be correct to say that 
business men have taken the lead to secure uniformity of commercial 
law, it appears that in the recent movement in Canada they have not 
had a conspicuous share. Although the Dominion Parliament has 
authority to legislate for the whole Dominion’in certain matters, those 
which appertain to commercial law fall generally within tħe sphere of 
the Provincial legislatures. The result is that there may be different 
laws within the Dominion, and when the Canadian Bar Association was 
formed six years ago, this diversity was one of the first matters to which 
they turned their attention. 

In quite a short time a body of Commissioners, unpaid but authorised 
by acts of the various legislatures, was appointed to draft laws and pro- 
mote uniformity of legislation. They were all lawyers, but several of them 
were men in close contact with the requirements of the large commercial 
corporations. Their activities have soon borne fruit. They did not seek 
to impose a federal law upon the Provinces, but they submitted to each 
legislature the desirability of passing an act in the same terms. 

Quebec, owing to the fact that the basis of its law is French, is an 
exception to these activities, but the other Provinces have been acting 
in co-operation. Thus New Brunswick and Prince Edward Island 
accepted the Sale of Goods Act in 1919 and Ontario in 1920. The Factors 
Act, in operation throughout nearly the whole of the Dominion, was 
adopted last year by Prince Edward Island. 

The English Partnership Act, 1890, is now in force throughout the 
Dominion, with the exception of Quebec, since its adoption in 1920 by 
New Brunswick, Ontario, and Prince Edward Island. The Commissioners 
have put forward draft laws upon such subjects as warehousemen’s 
lien and conditional sales, which correspond to similar measures advocated 
in the United States. 


The Next Step 


The action which has been taken in Canada shows the lines upon which 
progress might be made throughout the Empire. At the Toronto Con- 
gress attention was drawn to the fact that the only legal body at the 
present time definitely directing attention to this subject is the Society 
of Comparative Legislation, which is supported by some of the leading 
Chambers of Commerce, and has members in all parts of the Empire. 
The Bar Council, which corresponds in this country to the Canadian 
Bar Association, takes no active concern in such matters, but it is quite 
time that some further progress were made, and the action of the Canadian 
Commissioners suggests the most feasible direction. Corresponding 
bodies might be constituted in the other Dominions and India, and then _ 
they might be brought together in London or elsewhere. 
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It is noticeable in the report of the Canadian Commissioners that 
a great deal of the work is done by correspondence, and there would seem 
to be no reason for frequent meetings or elaborate conferences. The 
first essential is to secure a good law thoroughly well drafted. The two 
statutes drafted by Sir Mackenzie Chalmers have been accepted through 
their inherent excellence. 

The Imperial Congress at Toronto thought that bills of lading should 
be the first subject to receive attention. The Canadian Commissioners 
are more concerned about company law. In the latter subject there is 
already a considerable amount of uniformity throughout the Empire 
on the lines of English legislation. Bills of lading would seem to be a 
more promising field for study apart from the fact that it has behind 
it the weight of a recommendation of such an important body. A 
commitee instructed to prepare a draft law would provide the material 
which business men could place before the legislatures for incorporation 
into the laws of their respective communities. It would be ‘interesting 
to see the rapidity with which it would be accepted in the Dominions 
while the Parliament at Westminster was pursuing its usual cautious, if 
not lethargic, course. 





How Gamage’s Fight the Trade Slump - 


i WHEN we planned our recent super sale we set aside not a smaller sum for 

advertising than in previous years, but a very much larger one, and the 
success we met with more than justified our somewhat bold expenditure,” declared 
Mr. Eric Gamage, the directing head of Messrs. A. W. Gamage, Ltd., of Holborn, 
to a Daily News interviewer. 

“ In times of trade slump hke the present one,” he went on, “ business men quite 
naturally look round to see where they can cut down their expenditure. Many of 
them adopt the policy of cutting down their advertising bill. We believe this 
policy to-be a mistaken one. We feel that the greater the number of people who 
make an effort to get trade moving, the sooner we shall all realise the prospect of a 
revival in business. 

“ Under modern trading conditions the only means of creating a flow of trade 
1s by advertising, and no merchant who is not prepared to advertise freely can expect 
to meet with any great measure of success,” 
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Selling at Fixed Exchange Rates 


By Gmo. Jonnson, F.O.I.S. 


On to the universal disturbance of pre-war economic conditions 
and the consequent upheaval and dislocation of international trading, 
the vital importance of the subject of the Foreign Exchanges was never 
more vividly in the minds of those engaged in foreign trade than it is 
now. And it is abundantly clear that the process of adjustment and 
amelioration in general can only be gradual and therefore the work of 
time, depending as they do on industrious productive work, enterprise 
and economy, and a due appreciation and recognition of those who 
conceive and those who execute. 

Various reports appear in the daily Press as to the fixity of rates 
without regard to the quoted official rates; e.g. in the Datly Chronicle— 

(1) A Reuter Paris message states that there are indications that 
foreign dealers intend to ignore the official rate of exchange and to carry 
on their transactions at a rate agreed upon between the two parties. 
English cotton brokers are offering goods to French firms reckoning the 
pound sterling at 40 francs or 33 per cent less than the Bourse rate. 

Another British firm states that an important French motor car 
company has given an order for goods which are to be paid for at the rate 
of 35 francs to the pound. 

(2) On another occasion the Paris Correspondent of the Datly Mail 
says “ I was told to-day that a large British engineering firm, asked to 
tender for certain contracts in France decided to present its offer at 35 
francs to the £ making the franc worth 64d. The contract was secured 
and the manager of the firm stated he was convinced that if a lower price 
in the £ had been suggested but a higher rate of exchange the business 
would have been lost. i 

A number of American firms are offering to sell goods at anything 
between 9 months “and a year’s credit.” The bills are drawn at 13 
francs to the dollar, but a clause is inserted allowing the debtor to pay 
at any lower exchange value that may be registered when the bills fall 
due.” 


How Loss is Avoided 


Such reports are interesting, but unfortunately they invariably 
stop short at the informative point that is all important to the trader, 
which is, how are the tramsactions carried through without loss at least 
to one of the traders? Let us suppose the following circumstances, and 
assume the Paris Bourse rate is 60. 

166 





Selling at Fixed Exchange Rates 


A manufacturing company here manufacturing certain goods at a 
cost of £450 finds it necessary for reasons which we need not enter into 
here to add 20 per cent thereto, otherwise the transaction is not worth 
while. The goods are sold to a French firm for £540. In due course 
they are shipped and the documents (with Bill at say one month, attached) 
are passed through the shippers’ bankers say for acceptance and collection, 
and the London Bank sends them to its agents in Paris accordingly. 
When the bill becomes due, and the rate of Paris on London is 60, the 
proceeds of the bill would mean an expenditure of 32,040 francs on the 
part of the French trader to place £540 at the credit of his supplies in 
London. Now supposing further that the British trader agreed with 
the French trader that the debt was to be liquidated at 40 francs to the £. 
The latter would therefore pay 21,600 francs and if the rate of exchange 
were 60, the former would receive £360, a loss of 20 per cent on cost, 
or 334 per cent on the selling amount. In order to protect himself 
against such a loss the British Trader would have to increase the amount 
of the invoice, by 50 per cent. Thus— 


663 + 663 x = 100 
and x = 50 


Thus his invoice would be comprised as under— 


Cost price : È š - ; f 156 
20 per cent profit © 8% s A . 90 

540 
50 per cent to cover exchange. : . 270 
Amount of invoice eon . R . 810 


Amount payable by the French Trade £810 x £40 = 32,400 francs. 
On the basis of the actual remittance rate being 60, the British trader 


would receive £540 — subject to collection charges. Thus in order 


to protect himself, the British Exporter must either increase his sterling 
price as against a lower agreed rate of exchange, or reduce his sterling 
against a higher agreed rate of exchange. 

With such a high actual rate or depreciation of the franc, the purchase 
or sale of forward exchange is of little avail nor is any cross exchange 
at present capable of adjusting in any reasonable way the exchange 
difference involved. , 8 

From the point of view of computation the problem bears some 
analogy to that of fixing commercial discounts in which cognizance is 
taken of the proposed discounts in the price before allowing them, which 
is simply illustrated. For instance, if the cost price be 5s. and a trader 
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wishes to gain 20 per cent on turnover and yet allow 5 per cent and 24 
per cent, what should he charge the purchaser ? 


20 per cent on selling price = 25 per cent on cost 


Thus 5s. oe 


5 
Serge = 1-707 (Got ae ‘ii *) 


When to be exact z = oe pence, the price to be charged. 





If we deduct 5 per cent and 24 per cent successively from this latter 
price we arrive at 75 pence approximately. 





The Industrial League and Council 


VIGOROUS propagandą work is being carried on by this useful organisation, 
the object of which is the improvement of the relations between all the personal 
factors engaged in industry. According to the latest annual report representatives 
of the League have visited all the chief manufacturing centres of the country 
during the past twelve months, and the number of public meetings addressed 
runs into four figures. Fifteen conferences of a national character were held, 
and were attended by 700 employers, 60 employers’ associations, 800 trade unionists, 
and 460 delegates from trade unions, representing a membership of one and a half 
millions. Active branches of the League are in operation in Manchester, Leeds, 
Birmingham, Deptford, Eastbourne and Southwark, while committees are being 
formed at Leicester, Bristol, Portsmouth, Coventry, Glasgow, Hartlepool, Black- 
burn, Walsall, Halifax, and other places. One very useful function of the League 
is to provide lectures on industrial subjects, and a great variety of organisations 
have been accommodated in this manner during the year. 





The Lipton Point of View 


a I HAVE always looked upon the humblest employee as being just as good as 
myself but not so fortunate, and those who are more fortunate should feel very 
thankful.” —Sir Thomas Lipton, to the Members of Lipton’s Choral Society. 


“ There are many business men to-day, intimately connected with company adminis- 
- tration, to whom the title ‘ Chartered Secretary’ is comparatively unknown.” 





The Profession of Company Secretary: 


Its Status and Requisites 
By H. O. STAFFORD Cooxn, F.O0.1.8. 


T profession of secretary of a joint stock company or other public 
body is one which has in recent years come into such great promin- 
ence, by reason of the rapid growth in the number of companies, societies 
and institutions, that it is rather matter for wonder that the question 
of what definite standard it is desirable for such an officer to attain has 
not been more readily taken up by company directors and managers. 
We may put aside, for the moment, those cases in which the formation 
of a company is regarded as an excellent opportunity for exercising 
the doctrine of nepotism in regard to the filling of administrative offices. 
That is a doctrine which undoubtedly is still existent to a certain extent, 
though painful experience has in many cases led boards of directors to 
realise that the pursuit of such a policy is likely to prove highly inimical 
to the interests of the company. However, it seems beyond dispute that, 
even to this day, there are certain persons who form the idea that the 
office of secretary of a company is one which can quite well be filled in 
a perfectly casual sort of way, and a forcible illustration of this point 
came to light quite recently. A member of the Chartered Institute 
of Secretaries received a letter from a perfect stranger, who acquainted 
him that “ through the influence of a friend, he had been asked to accept 
the position of secretary to a company, which had been formed for the 
purpose of building and acquiring certain picture-houses; that up to 
that time he had been secretary to private gentlemen only, so that com- 
pany work came rather strange to him; and that the promoters and 
directors had asked him to look through and amend if necessary their 
proposed memorandum and articles of association.” This information 
was followed up by a request that the member of the Institute would 
favour him with a copy of the Memorandum and Articles of Association 
of the company he was engaged with, for the purpose of comparing with 
those in the stranger’s possession. Thus, for the services of the solicitor 
usually enlisted in the intricate matter of the settlement of the Memoran- 
dum and Articles of Association, those of a person to whom company 
work was “rather strange” were to be substituted. Truly a parody 
of the wholesome doctrine that “the best is the cheapest.” For just 
as it behoves the shareholders of a company to see that those who are 
elected on the board of directors to guide the destiny of the company 
are men of ripe business experience, or of special influence or knowledge, 
so it is in the interests alike of the shareholders, the directors and the 
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company, that the person called upon to fill the office of secretary shall 
be one in every way well qualified for the position. 


Development of Public Companies 

_ When we realise that a matter of twenty years ago there were less 
than 25,000 companies, and that at the present moment there are over 
80,000 of these bodies in existence ; and that each one of these companies 
requires the services of a secretary, either whole or part time, we see that 
the number of such officers is quite considerable ; but the gap between 
the best and the worst qualified men amongst them is very wide indeed. 
Correspondingly with the growth to which we have referred, the oppor- 
tunities in the profession are naturally far greater now than they have 
ever been before. But yet another factor has led to this result, and that 
is the present tendency towards mergers, amalgamations and working 
agreements on the big scale. While, therefore, the number of secretaries 
continues to grow, so also the posts thrown open are becoming more and 
more attractive; and while there is no need for a man to be brilliant 
in the ordinary acceptation of the term to enable him to achieve moderate 
success as a company secretary, yet it is, as in all other professions, only 
those men with the highest qualifications who can reasonably aspire 
to the highest posts. 


The Chartered Institute of Secretaries 

One natural sequel to the growth in the number of secretaries was 
that many of their number should seek to form themselves into associa- 
tions, with the object of improving the status and furthering the interests 
of the profession generally. Thus was founded, in 1891, the Institute 
of Secretaries, to which, on account of the influence it was able to exert, 
and the good work which it carried on, the grant of a Royal Charter was 
made in 1902; and to-day, amongst the list of its past Presidents, may 
be found the names of men of such eminence in the profession as Mr. 
A. B. Pilling, the Clerk of the Metropolitan Water Board; Sir Ernest 
Clarke; and Mr. G. Henry Wright, the Secretary of the Birmingham 
Chamber of Commerce. In addition to the Chartered Institute, there 
is also an Incorporated Association, which is, however, still in its junior 
days. 

The desirability, and indeed the great advantage, of qualifying to 
become a member of the recognised Institute of the profession cannot be 
too greatly emphasized. It is true that membership is becoming 
increasingly difficult to obtain, but, nevertheless, to the keen and efficient 
man. it is an end he is perfectly well able to attain. There are many 
excellent colleges which now specialize in training students for secretarial 
examinations, and the fact that it is necessary to pass certain tests 
before membership can become an accomplished fact should not act in 
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any way asa deterrent. For anyone with a good general education, there 
is usually not much difficulty in obtaining exemption from the preliminary 
examination ; and that hurdle safely negotiated, the student can turn 
his attention to the professional examinations. As to these, although 
the standard of knowledge required to be attained covers a good deal of 
ground, there is no need for anyone who is prepared to give sufficient 
honest work to the various subjects involved to fear the result. For, 
after all, these examinations, like the great majority of others, are based 
on the assumption that the students taking them are of merely average 
intelligence, and the tests set are worked out on these lines. 

There are doubtless many business men to-day, intimately connected 
with company administration, to whom the title “ Chartered Secretary ” 
is comparatively unknown; and with others, although the description 
may be known, its significance is lost upon them. Probably the same 
considerations applied to the title “Chartered Accountant” also in 
its earlier days ; but these are symptoms which are bound to pass away 
as time goes on, and the work of the Institute becomes more widely 
known. 

There are, of course, many holders of secretarial offices who, although 
not members of the Chartered Institute of Secretaries, are members of 
the Institute of Chartered Accountants or of the kindred Society of 
Incorporated Accountants and Auditors. The subjects comprised in 
the examinations held by these bodies are in many respects similar to 
those prescribed by the Secretaries’ Institute; they are, however, 
primarily intended for accountancy students, and having regard to the 
increasing functions of professional accountants, as a result of the legisla- 
tion of recent years, so far from the two professions overlapping, the 
tendency is in the direction of a clear line of demarcation between the 
two, and the need for a man to specialize in his own particular branch. 


Qualities of a Company Secretary 

But membership of an Institute, however influential the Society 
may be, will not necessarily endow a man with those qualities which go 
to make a successful company secretary, and in the present article one 
of our chief concerns is to explore what those necessary qualities are. 

We might, perhaps, correctly describe service in the capacity of a 
secretary as a service uberrimae fidet, for it is undoubtedly an office 
which demands from the holder of it the utmost good faith—not only 
towards the board of directors or board of management to whom he owes 
his appointment, but to the shareholders or patrons of the concern, the 
staff, and, indeed, to all with whom he comes into contact. The company 
secretary must obviously be a man in whom, the greatest confidence and 
trust can be’ placed, and for this reason anything in the nature of a 
breach of such confidence, whether it does or does not result in harmful 
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consequences, is but an outrage on his office. The very origin of the word 
“secretary ” indicates that he should be a holder of secrets, and anyone 
who makes indiscreet disclosures as a result of his desire to be friendly, or 
from that irresistible temptation to chat with others about affairs which 
marks some men, will never for long retain the full confidence of his board. 
The secretary must, in a sense, be a “ man of mystery,” and one as to 
whom the natural impression of those he comes into contact with will be 
that he is a man of good counsel, self-confident and self-reliant, and 
therefore able alone to arrive at a decision on confidential matters, without 
finding it necessary to confide his affairs to others, or depend too much 
on their judgment. 

There can be few professions where a man is brought more ively 
into contact with various persons than that of the company secretary. 
He comes into contact with state officers—often enough to his own 
annoyance—by the periodical returns which he has to make to the various 
Government Departments; by the visits which are paid by National 
Insurance officers and others for the purpose of inspecting the records 
or documents; and by the requirements of the inspectors of taxes in 
relation to Income Tax, Excess Profits Duty, and now the Corporation 
Tax. He meets his directors at the periodical board or committee 
meetings, and is, in addition, accessible to them practically at all times. 
He comes into frequent touch with the shareholders or patrons of the 
concern, and to these he must impart whatever information they are 
properly entitled to receive; and to their views he must listen with 
patience and courtesy. And in his dealings with the staff, he has to 
take up the attitude of being as unbiased as possible, and of listening to 
whatever grievances they may have, while being able to keep in the 
background of his thoughts the probable attitude of the directors 
towards the particular point. In this connection, he should be in a 
better position perhaps than any other person to help in solving the 
difficulties of the relations between the employers and employed. He 
is the link between the two, and his directors will rely upon him faithfully 
to convey any representations which the staff may make to him, or which 
may come to his knowledge from time to time. Thus, he will be the ` 
means of ensuring the smooth and efficient running of the machinery 
of the business. 

His judgment will have many opportunities of showing itself; for 
it is not only at board and committee meetings that matters vital to a 
company are settled. Cases will often arise where an immediate decision 
on matters of importance is required, or the taking of some step before 
an opportunity can occur for the directors to be consulted ; and on these 
occasions the secretary must be able to act in such a manner that he will 
be prepared to justify his action when the matter can be more fully 
gone into afterwards. 
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One of the most important qualities which it is necessary for a sec- 
retary to possess is that of tact. Apart from other occasions, he will 
often be called upon to exercise this in the board room, when, perhaps, 
the discussions amongst the directors are apt to proceed along the wrong 
lines. On such occasions it will be his duty firmly and persistently to 
bring their attention to what he knows to be the true aspect of the matter ; 
yet, withal, he must do this without giving needless offence, or seeming 
in any way to usurp the functions of the board. 


Legislative Innovations 

The accumulation of legislation as a result of more pressing matters 
during the war period, and the consequent passing into law of those 
various measures which had been hung up, has added considerably to 
the work of the company secretary. To cite a few instances, since the 
National Health Insurance Act was passed in 1911, there have been no 
fewer than nine amending Acts, many of the provisions of which have a 
direct effect on his particular company. No sooner has he mastered 
the last two of these-—both of which appeared in 1920, and are quite 
lengthy Acts in themselves—than he finds the issue of a select report, 
which recommends far-reaching alterations in the provisions of the 
existing Workmen’s Compensation Acts, and which will, almost certainly, 
lead quickly to the passing of a new Act. Added to this, every new 
Finance Bill brings its quota of innovations in the form of raising money, 
whether by the infliction of new taxes, or by the increase of stamp duties 
on various documents, or otherwise. All of these changes have to be 
carefully watched and followed by the company secretary ; but, further 
than this, such legislation often results in consequential alterations in 
the books of account, or in the methods adopted for dealing with the 
matters involved, and he is called upon to cut and contrive in an endeavour 
to make the new legislation fit into his existing system. 

Without in any way conceiving an exaggerated idea of his office, a 
secretary must have a high appreciation of his responsibilities and the 
duties he is called upon to perform ; thus, and thus only, can follow that 


` approach to the standard of efficiency which it is essential for him to 


maintain at all times. 


Summary 

Our final list of the necessary qualifications is a formidable one. 
Not only must he possess a proved capacity for business, but a knowledge 
of the technicalities of the company’s trade as well ; an intimate acquain- 
tance with the Companies Acts, and with the Memorandum and Articles 
of Association relating to his particular company or body; he must 
have abounding energy, and the ability to estimate the probable effect 
of passing events on his company’s business; be a keen judge of men, 
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and be able to take a wide view of affairs, as well as having a clear grasp 
of details; possess the capacity to express himself unmistakably yet 
concisely ; and, with it all, have an unblemished reputation for the highest 
integrity, 

We may—against our wish—-have created the impression that the 
lot of the company secretary is a hard one. In the sense that his work 
involves the keenest attention to his business, and often the sacrifice 
of much of his leisure, it may be so. But the opportunities which will 
come to him in the busy world of commerce, of leading a full and useful 
life, untrammelled by the close confines of the individual employer ; 
of the closest study of human nature; and the pleasure of dispensing 
even-handed justice, will easily transcend whatever extra effort may be 
called for on his part. 








The Product of the Executive 


T true executive did not produce a specific result, such as a type-written 
letter. His product was Thought. His productive value was regulated 
entirely by the amount of time which he is enabled to spend in productive creative 
labour making. Executive efficiency was regulated almost entirely by the ability 
of the executive to spend the minimum amount of effort in performing routine. 
It is when routine work is completed that real creative thought begins. It is when 
everything is running smoothly, and he has completed the routine supervision of 
the day that his kind begins to work and actually produce. It is then he plans 
improvements in his sales campaign, short-cuts in production, new ideas and 
changes in output. Thus automatically does the labour cost, the operating cost, 
the burden of expense of production, become less. Every business man must 
realise that the same condition applies to every executive and supervising head in 
every line of business.—Mr Conrad Holdsworth, of the Dictograph Telephone Co. 
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A new India, big with industrial possibilities, is emerging, and British business men 
will have to reckon with it. Mr. Meredith vividly summarizes the position. 





The Industrialisation of India 


By Mark MEREDITH 


NDIA, of course, is not now, nor ever will be, industrialised as we 
understand the word. Through the ages India’s teeming millions 
have tilled the earth and lived on the produce thereof, by kind permission 
of the fertilising monsoon rains, aided by the beneficial irrigation schemes 
of the wise British Raj. At the last census 72 per cent of her people 
were engaged in pasture and agriculture (as against 8 per cent in England) 
and the remaining 28 per cent were dependent chiefly on retail trades, 
transport, fish'ng, hunting, the professions, mining, the cotton mills 
and jute factories. To save a little sum of money and then get back 
to their village home and agricultural pursuits is the aim of most of those 
workers who are drawn into factory and mining life This is partly 
due to the shocking housing conditions in the chawls of Bombay and other 
industrial districts where decent family life is impossible. 

But in speaking of the industrialising of India we are not altogether 
victims of the tyranny of phrase. The war has certainly wrought remark- 
able and deeply significant changes in what is popularly known as the 
unchanging East. Much has been written in late years of the awakening 
of Japan and her rapid progress in arts and manufactures, but Europe, 
absorbed in a sea of political and industrial problems of her own, has for 
the most part failed to realise India’s remarkable emergence from the 
status of an agricultural country to one determined to manufacture for 
itself most of the things it needs. The war is mainly responsible—-the 
war provided India not only with funds to set up in manufacturing 
business on her own account, but Europe’s Rectic preoccupation provided 
the stimulus of a great opportunity. 

The war brought a demand for India’s surplus products such as had 
never been known before. Her cotton, wheat, rice, oilseeds, jute, mangan- 
ese, and other ores she sold, mostly to war-wrecked England at fabulous 
profits. This increased the balance of trade indebtedness to India by many 
millions, and at the same time, from 1917 onwards, it helped to advance 
the rupee exchange rate from 1s. 4d. to the record high level of 2s. 104d. 
reached last February. This, whilst theoretically hampering India’s 
exports, in practice did not do so because the world eagerly wanted 
what she had to sell. On the other hand, the rising value of the rupee 
did very materially lessen the price of India’s imports, and so wiped out 
a considerable portion of the post-armistice advance in prices of all 
manufactured goods. 

The effect of this advancing rupee exchange òn the future prospects 
of many of the new industrial flotations that burst on the Indian commer- 
cial world in 1914 deserves more attention than it has received. A new 
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jute mill floated in Calcutta, or a cotton mill in Bombay, or tea-planting 
company further south needs must buy its machinery from England. 
At the pre-war exchange of Is. 4d. £10,000 worth of such machinery 
would cost the Indian company rs. 150,000 ; at the average exchange for 
this year, say 2s., the cost would be rs. 100,000, whilst at the top exchange 
of 2s. 10$d. the cost would only be about rs. 70,000. This cheapening of 
the cost expressed in rupees of machinery installations in new factories 
by from 334 to 354 per cent, very considerably discounted the rapidly 
mounting values of such machinery, and this factor will obviously play 
a part in the final decision as to which of the new Indian companies is 
going to survive and face the blasts of the world’s competition. 

There was an unparalleled Indian flotation of joint stock companies 
in the year ending 30th March, 1920. The number of companies registered 
last year (906) is more than three times, and the capital (£274,699,700) 
more than thirteen times that of the preceding year. 

The boom started in April, 1919, and gathered momentum rapidly. 
For the first six months most of the flotations were reasonable in their 
capital demands and presented fair chances of success, but in the second 
half of the year there was a sprinkling of most obvious “duds”; not so 
much fraudulent flotations in the sense familiar to most investors in more 
sophisticated financial centres, but plaintive births like a mule with 
neither pride of ancestry nor hope of posterity. But it mattered not, good 
or bad, or indifferent, the public rushed in with their rupees, many pro- 
positions being widely over-subscribed before issue of the prospectus, 
and most of them were soon lifted to dizzy premiums on the stock markets 
of Bombay and Calcutta. 

The huge dividends being declared at the time in most of the favourably 
situated older Indian concerns—cotton mills, jute, tea, etc.—provided 
part of the’money for the new boom, and also supplied tempting if mis- 
leading—because based on war conditions—object lessons of the profits 
Indian enterprises could achieve. 

It remains true that a new industrial era has dawned in India. _ Her 
“immemorial poverty,” which was greatly a poverty of roads, of connec- 
tions, of organisation, of education and not of resources, is passing away. 
Many of the new flotations are soundly conceived and soundly managed. 
The. coal, iron, textile, manufacturing and insurance enterprises may 
mostly make good. The big expansion in the old banking concerns 
and the welcome development of new is all on a much saner basis than 
the misbegotten Swadeshi bank movement which collapsed so ingloriously 
in 1913. A widespread banking system in India which can enlist and 
hold the confidence of the Indian people will bring into its net to fructify 
for the benefit of the whple community those hidden hoards which 
now lie buried—an embarrassment to the course of exchange and a drag 
on industrial developments. 
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“ Perhaps the greatest of all wastes in the factory is the waste of human energy and 
labour.” 





What Industry Expects from 
Psychology 


By A STUDENT OF LABOUR 


Pe to-day stands at the cross-roads. Our future as a nation 
is at stake. Which path will our workers take? On one hand lies 
the path, wide and inviting, of relaxation and ease, holding out the 
glamour of unfettered pleasure and easy toil. And let us not forget to 
make every allowance for the nervous strain of the last seven years, with 
its natural reaction in holiday-making and enjoyment. This is, however, 
but the promise of an unreal mirage ; it is the enchantment of the siren 
luring our workers to destruction and death. On the other hand, a 
long climb, strewn with many a stumbling block, leads upward, ever 
upward, to the high tablelands of national prosperity and success. Which 
path shall our workers take? It depends entirely on the way in which 
they are handled at this critical stage in history. This is no time for 
the lifeless fingerpost. Wooden men are worse than useless, they are 
a positive danger. What is needed is real, live men, whose eyes are 
open and whose wills are strong to point the only safe path, and that 
without fear of consequence. 

We are faced with the necessity of rebuilding our national and 
industrial life. Like the prodigal we have been spending our substance ; 
we have been living on our capital; and, sad to say, the average worker 
cannot see that this cannot go on for ever. He must be made to realise, 
and that without delay, that sooner or later the spendthrift must be 
reduced to poverty and want. In other words, the workers of this 
country have got to produce more and save more, or in due time their 
children’s children will point the finger of scorn and say, “ These were 
the men who placed selfish ease before the good of their country.” 


The Responsibility of Management 


It cannot be that they who, with unflinching courage, answered the 
great call of war should stand aside now. Surely it is that the need has 
not been brought home to them with sufficient force. That is what 
we have got to do; and it is for us and for every man with the interests 
of his country at heart, to consider with all seriousness how best to bend 
the common will to this definite aim. We must develop our industries. 
Capital—goodwill—management—labour ; these four alone can give 
industrial power, and the greatest of these is management. It is mainly. 
responsible for building up the workers into a contented, loyal and 
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enthusiastic band, or for harrying them into a state of sullen indifference 
or vengeful obstinacy. 

Let us realise at the outset that no industry, and no country, can 
thrive unless the mass of its workers are contented and happy. You 
cannot build up a great and lasting business if you have traitors within 
your very gates. Let us also acknowledge that the workers of this 
country have done nobly; they have earned the right to live more 
liberally, and can we doubt that this is possible if only as a country we 
will strive for a high degree of efficiency and endeavour to give full 
scope to our best brains. But before we can hope to reap we must 
first sow, and before we sow we must prepare the soil. We must dig 
deep into the minds and lives of our people. We must root up old 
prejudices, we must let in the light on numbing fallacy, and by the 
sunshine of kindly sympathy break up the sullen clods of discontent, 
suspicion and distrust. In a word, we must endeavour to become a 
worker in spirit, to understand what he thinks and why; to see life 
from his point of view, with its disappointments and trials and pleasures. 
Then, perchance, may we obtain the “‘ Open Sesame ” to the industrial 
heart and win it to national success. 


Causes of Industrial Hostility 


We have not to delve very far before we come upon the fact that 
all is not well with the working classes of this country. At the out- 
break of war and for some time prior, a feeling of bitterness and resent- 
ment had been growing up, and more than one prophecy of trouble to 
come was made at that time. And while the period of hostilities has 
given time for heated tempers to cool, it has equally developed a spirit 
of freedom and a determination on no account to go back to the old con- 
ditions of life. We know that there is no smoke without a fire; there 
is no effect without a cause. What, then, was the cause of the hostility 
and ill-feeling between master and man ? 

There were several causes contributing to this lack of industrial 
stability, but time allows merely of a casual mention of one or two of 
the more important. We have just seen the close of a century in which 
industrial life has been revolutionised. At the beginning of the nine- 
teenth century there were no factories as we know them to-day. There 
were no great hives of industry where human workers jostled each other 
in search of gain. What manufacturing there was was done in the home, 
and this had gone on for thousands of years. It was the realisation of 
the power of steam, followed by numerous mechanical inventions, that 
gave birth to the factory system, which continued to grow as increased 
production became possible through the development of electricity and 
specialised inventions, and as the development of transport enabled the 
manufacturer to get into touch with distant markets. 
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The nineteenth century was the century of the machine, and its 
effect was to develop the previous simple life of the people into a com- 
plex system of factories. Naturally, perhaps, the interest of employers 
was centred on the machine ; they were alive to the possibilities which 
it gave of increased production, and in the intensity of their application 
to the mechanical side the claims of the human side were lost sight of. 
They never considered the change from the worker’s point of view, or 
if they did it was in a harsh, dictatorial and unsympathetic spirit. Only 
towards the end of the century a few, a very few, of the more enlightened 
firms began to see that machinery depends upon the men who run it, 
and a very little examination was sufficient to reveal the fact that 
wastes unthought of were taking place, owing to the inefficiency of the 
human material. 


The Old Management and the Human Element 


Having got thus far, it has not taken many years for us to find that 
perhaps the greatest of all wastes in the factory is the waste of human 
energy and labour. Labour, then, must be studied just as closely as 
machinery. The old management was quite ignorant of the human 
element in factory life. Frankly, it did not think it worth while, as is 
shown by its attitude throughout. In those days if an employer or a 
manager wanted more help he would walk down to the gates of his 
factory where a herd of unemployed could always be found waiting for 
a job. He did not think it worth while to make any inquiries, but, 
picking out the men who appeared most suitable, he sent them into the 
factory and contemptuously left the others to their own devices. Most 
certainly he paid little or no attention to the health of his workers, to 
the conditions under which they worked, or to any system of training 
a man for his work. It was not considered worth the trouble at that 
time. Neither did employers look for loyalty and enthusiasm. They 
did not want it, and assuredly they did not get it. 

This indifference to the claims of workers led to a policy of endea- 
vouring to obtain low costs through the cutting down of wages on every 
occasion which offered the least excuse. The interests of the workers 
were not considered, and the opinion generally held was that dissatisfied 
workers might go elsewhere if they wished. 


When Production rose by Leaps and Bounds 


History shows unmistakably that employers, as a whole, were respon- 
sible for the attitude taken up by the Trade Unions, which endeavoured 
to protect the interests of their members by developing in their minds 
feelings of suspicion and distrust. Restrictfon of output was carried 
out deliberately and with intent to compel the employer to grant better 
terms. How far this restriction really went was perhaps never realised 
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in this country until the necessity of war led to the temporary abandon- 
ment of trade union practices. Immediately production went up by 
leaps and bounds, and Sir Robert Horne estimates that the output per 
man was at least doubled. 

But there are other causes which have led workers to hold back 
from giving their best, and some of them are due to mistaken opinions, 
more or less genuinely held, that capital and labour are mutually hostile 
from their very nature; and the opinion is held widely that profit on 
capital amounts to little more than theft. The real fact, of course, is 
that, so far from being opposing forces, each is the natural complement 
of the other. Capital without labour can do nothing but must hire 
labour in order to produce. Labour without capital can do nothing— 
it must hire capital in order to carry on. Each is entitled to a fair reward 
for its services, and it is only by co-operating that satisfactory results 
can be obtained. The idea that only manual labour is productive is 
ridiculous, and we must teach people that wealth is not created by labour 
alone. A large section of the workers think that they are working in 
order to make other people rich. Labour has’ despised intellect and 
management, and it is a significant fact that only a few years ago the 
Labour Party itself was compelled to call to its aid intellectual workers. 
It was compelled to recognise the value of brain. Hitherto no one had 
thought it worth while to point out the truth, and yet the world abounds 
in examples which show how very foolish is this mistaken view. 

In China men are as the sands upon the sea-shore for number; in 
Siberia, too, labour is plentiful but directing ability scarce. Here surely, 
then, one would expect to find limitless wealth. And what do we find ? 
So far from prosperity and wealth, in Siberia a man counts himself 
happy if he may maintain his family without actual starvation; in 
China the total annual earnings of a labourer amount to less than an 
English worker would spend in his annual holiday. 


Fallacies in Labour’s Mind 


Evidently there is something very wrong with the idea that labour 
creates all wealth, and when we turn to another country where labour 
is scarce, but directing ability supremely able, we find that American 
workers are the most highly paid and the most prosperous on the face 
of the earth. And, further, we find invariably that wherever directing 
ability takes in hand large contracts there is a steady flow of workers 
to that district. While professing to believe that labour creates all wealth 
the workers themselves, by their own actions, show that it is unmistakably 
foolish. 

Another fallacy whichemust be understood if we are to approach 
this study with an open mind, is the fear of unemployment at the back 
of the average worker’s mind. He is afraid that there may not be 
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sufficient work either for himself or for his class generally, and unfor- 
tunately the actions of employers in the past have done a great deal to 
foster this thought. He imagines that the introduction of machinery 
may result in unemployment, poverty and distress. It is necessary 
that we should realise this if we are to reap the highest results from the 
machinery at our disposal. There has always been opposition in this 
country to the introduction of machinery; opposition which has gone 
so far as to burn down those factories in which the new machinery had 
been installed. This fear is one of the most disastrous and unwarranted 
opinions which have ever been held by the working classes of this country, 
and it is one of the vital reasons why the prosperity of the individual 
worker in this country lags behind that of his American rival. We 
know, of course, that if the introduction of machinery were to have the 
effect feared the condition of the workers in the Manchester cotton area 
should be one of absolute starvation, but it is not so; neither is it true 
of the U.S.A., where probably more machinery is employed than in any 
other country, and where the condition of the workers is more prosperous 
than in any other part of the world. 

It is equally certain, therefore, that the introduction of machinery 
is not responsible for unemployment. And yet the worker has some 
justification for his opinion. The immediate result, of course, is that 
the introduction of machinery causes a local displacement of labour ; 
the men displaced have to take up other work. It is the immediate 
result which labour sees. But the real result appears in the development 
of the industry, in the increased output of the factory, and in the higher 
wages that are paid in those countries which make the fullest use of 
mechanical aid. Let us not forget that the immediate fear is a very 
real one to the worker with family responsibilities, and it is for the 
Government to see that no hardship shall come to him during the oer 
of transition. 


Who Gets the Benefit of High Production ? 


But labour really doubts whether it is wise to increase production. 
There is still the underlying fear that a position may be reached where 
there is not sufficient work to go round. It is a belief genuinely held 
and well worth our consideration. Can we produce too fast? This 
question can best be answered by asking another. Who benefits from 
the goods that are produced? In other words, who are the consumers 
of these goods? We find that the consumers of the increased output 
are for the most part the workers themselves. High production, then, 
benefits the consumer, that is chiefly the class whose labour is responsible 
for increasing output. The worker has higherswages ; the cost of goods 
is less; and it follows that he can indulge in the luxury of increased 
purchases. For example, the American buys at least three times as 
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much linen and cotton goods as the English worker, and to make the 
matter clearer still, the difficulty of the food supplies in some districts 
was due directly to the fact that with increased wages people had been 
buying increased quantities of food. 

And with high production and high wages there need be no fear that 
prices will remain high. The truth is that high production and low 
prices must go together under normal conditions. No manufacturer 
could afford to turn out large quantities of goods when he could not 
sell them, and in order to dispose of the surplus he must be prepared 
for competition. He has to lower his prices in order to sell the goods, 
until a state of equilibrium is reached and there is once again a balance 
between output and consumption. There need be no fear, therefore, 
that the workers would suffer to the extent of having to pay high prices. 
They will most certainly suffer in this way unless. high wages are 
accompanied by high production—they have already done so. 

My intention in introducing these so-called labour questions is to 
point out the necessity of understanding the workers’ outlook on ques- 
tions of this kind, and further to emphasize the necessity for explaining 
the truth in the simplest and most direct way. 

If we desire to develop to the utmost our industrial efficiency our 
constant thought must be “‘ Where can we put in more machinery ? ” 
For we may depend upon it that machinery is one of the keys to high 
production, high wages, and low costs; but first let us obtain the 
approval and willing co-operation of our workers. This has been done 
in America—it can be done here if we know how to set about it. In 
some few cases it has been done already. 


(To be continued.) 





182 





Everyone loves a really good story, and Dr. Ellis Powell is an inimitable raconteur. 
Don’t miss this popular feature. 





Table Talk on Business Topics 


By Dr. Bris T. POWELL 
Formerly Editor of the “ Financial News ” 


WEN I was writing the personal sketch of Lord Northcliffe in 
BUSINESS ORGANISATION AND MANAGEMENT, I expressed a regret 
that I had no time to write a novel of our own period wherein some of 
the secret history of the last fifteen years could be presented in fictional 
form. No small part of such a novel would have to deal with the financial 
and industrial inspiration of contemporary history. It is a curious 
fact that to the best of my knowledge no business novel exists in our 
language. The late Henry Seton Merriman (who was himself a member 
of the Stock Exchange) tried his hand at a business novel in ‘‘ Roden’s 
Corner,” but his memory will not live by that performance. My good 
friend, J. Murray Gibbon, who is the Publicity Agent of the Canadian 
Pacific Railway, writes novels, but they are romances rather than 
endeavours to picture the realities of business in the pages of fiction. 
In earlier days Mr. T. W. Lawson, the well-known critic of Wall Street, 
tried his hand, but the reader’s attention is diverted from the even tenor 
of the story by the extraordinary eccentricity of phraseology into which 
the author occasionally slips. For instance— 

She dropped her long lashes in a this-conversation-is-closed way that we had 


to come to know meant going time 
He spent much of his time yesterdaying through hope’s graveyards. 


But when I say that there is no really good business novel I am not 
blind to the fact that allusions to our city activities are scattered, with 
increasing frequency, all over modern literature. 


From Modern Fiction 


You would not expect to find the mining promoter criticised by Mr. 
Eden Philpotts’ West Country peasants. But, all the same, he comes 
in for a scathing denunciation in Mtser’s Money— 


‘Ag for tin,” said David, shaking his head, “ I put no trust in mines, and 
never a penny of mine went into ’em or ever will. The mines make money for them 
that start ’em, because far-away folk are always ready to speculate. They read 
the prospectuses, and hope to get something for nothing, and see the hundreds 
turn into thousands without working for ’em—a hope that never dies in some 
sort of fools. But I know a better way for money than to hand it over to rogues 
as don’t care a damn more for me than Ido for them. Let ’em come, by all means, 
and let ‘em pay wages and drop a bit into our loca} men’s ; but when you’ve heard 
as any stuff of mine have gone into a tin mine, with any other, then lock me up— 
it will be time.” 
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This réminds me of a fiery ex-soldier, who risked his savings in a 
reputed coming Golconda, and lost the lot. Ever after, as he saw his 
own features in the shaving glass before breakfast, he greeted himself 
with “ Good morning, you d——-d old fool.” But this by the way. 
Turning again to current literature, and from prose to rhyme, here is a 
verse, which looks like a report from the mining share market of the 
London Stock Exchange. It really is an extract from the poems of 
Lieutenant E. A. Mackintosh, M.C., the bombing officer and poet of 
the 15th Seaforth Highlanders, who lost his life in 1917— 

What are you doing, Sentry ? 
Fresh-faced and brown. 

Waiting for the mines, Sir, , 

Sitting on the mines, Sir, 
Just to keep them down. 


Mines going up, and no one to tell for us 

Where it will be, and may be it’s as well for us, 

Mines going up. Oh! God, but it’s hell for us 
Here with the bloody mines. 


This might either be an echo from the Flanders front or a voice 
from a roaring mining share market. It would do for either. ` Indeed, 
it sounds like the forlorn wail of a desperate bear of Kaffirs echoing down 
the years from some bygone boom like that out of which Barney Barnato 
made his millions. 


The “Personal Touch” 

There is no mistake about the public liking for the “ personal touch ”’ 
in what it reads. It loves to know something of the human side of the 
men who are making history. It feels sure that they are not the soulless 
people that some of their critics like to represent. In that sentiment, 
no doubt, lies the secret of the success of the personal sketches of 
prominent business figures which are appearing in the columns of this 
magazine. Moreover the sentiment itself is wholly healthy. I know of 
no more wholesome stimulus to the young idea than the knowledge 
that the men at the top are not abstractions or monstrosities, but real 
creatures, very like ourselves, whom the juniors may fearlessly venture 
to imitate, and even hope to excel. 


Not so Candid, Though! 

A squeamish modern regard for the decencies prevents us, however, 
from rivalling the business journalism of seventy or eighty years ago. 
In those days the business man was simply held up to the light and 
dexterously turned inside out for the delectation of the onlookers. His 
physiognomy, his religion, his attire and his financial resources were all 
in turn displayed for scrutiny, after a fashion which, if imitated nowadays, 
would bring a shower of resentful protests, quite possibly followed by a 
sheaf of writs for libel. The details were as complete as those in a 
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famous biography of M—, which (as Mr. Gladstone said at the time) 
left nothing to be disclosed at the Judgment Day. As an instance, take 
this personal sketch, penned and published in 1845, of one of the most 
familiar figures in the business world of that distant age— 


Mr. Gurney, who is a portly and robust man, must (1845) be sixty years old ; 
but he possesses a hale and hearty constitution, which renders his appearance 
much less indicative of an advance towards age than most persons would imagine. 
He dresses strictly in the garb of the sect to which he belongs ; and his dark brown, 
strait-collar-cut coat, with a white, broad brim of beaver, make him almost a 
caricature of the Rev. Sydney Smith’s Pennsylvanian debtors. Mr. Gurney is 
reputed to be individually a very wealthy man, and must beside receive a consider- 
able income from his business. Among his own particular fraternity Mr. Gurney 
is regarded as a man of sound sense and judgment ; and not only do the Quakers 
consult him in religious matters, but they adopt his advice in their secular contro- 
versies. To the poor he is extremely munificent ; and the cottagers in the neigh- 
bourhood of West Ham, where he resides, bear testimony to his worth and kindness. 


On the whole this is not uncomplimentary, though doubtless there 
are expressions which Gurney himself would have preferred left out. 
Quite otherwise is the candid characterisation of Mr. Thomas Rogers— 

Of the third-rate class of bill brokers, Mr. Thomas Rogers is a far specimen. 
This is the individual who failed on the loss of 12,000 sovereigns a few years ago, 
but who did not obtain release from his liabilities till he paid his creditors 20s. in 
the pound, a Sub-division Court of Bankruptcy not being perfectly satisfied with 
the details of the alleged robbery. He is what the bill agents and needy ones term 
“a fifty and sixty per-center ” ; and he must have good names at the back of a bill, 
as endorsees, before he writes out a cheque on his bankers. It1s doubtful, however, 
whether this gentleman, with all his caution and relish for law to enforce his rights, 
has made his business pay of late. Among the fraternity he is regarded as a shrewd 
man, and as one who is awake to all the manoeuvres of his calling. These people 
visit the second-class coffee-houses and taverns; and one or two of the Hebrew 
persuasion, who do a great deal of business, visit Garraway’s and the Auction 
Mart. When bills are discounted, or loans advanced at these houses the borrower 
may expect to be paymaster for refreshment ; and under such circumstances the 
lenders are always in excellent condition for feeding. 


Privately, of course, you may still speak of a business man as being 
financially in the C3 class, but it would be extremely dangerous to put 
the affirmation in type. Still less would it be prudent to hint at a 
fraudulent bankruptcy, as is done in the paragraph above. Is the 
change, in the direction of a severer circumspection, an evolution for the 
better or for the worse? Who can tell us, in an age when even the 
loftiest trait of Washington’s character has become the subject of some 
misunderstanding on the other side of the Atlantic? Only recently an 
American Senator -who teaches in a Sunday-school class had told his 
pupils of the many discouragements which confronted Washington. 
But when he came to re-examine the class he got a startler. 

“Can you tell me,” he said, “ any of the great difficulties that George 
Washington had to contend with ? ” 
“ Yes, sir,” said one of the future Americ&in kings of industry, “ he 
could not tell a lie!” © oa 
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The “Game” Called “ Business”? 


Among modern participants in the game called “business,” Mr. 
Selfridge is renowned for outspokenness. He has just been pointing out 
that American sentiment differs from that which obtains in this country. 
Here, as he says, the “ game ” view is not so generally accepted as on 
the other side of the Atlantic. A man or woman goes into business 
more for the purpose of making an income than of playing a game. 
Consequently, adds he, “ there is much less inclination here to accept 
novelties in the way of systems or mechanical aids, or what not. There 
is a strong inclination to continue in the tried path, less inclination to 
take risks.” In Mr. Selfridge’s view, the British attitude is summed up 
in that old and ridiculous adage “ What was good enough for my grand- 
father is good enough for me.” But Mr. Selfridge might well have gone 
a little further in his analysis. The fact is that in the United States and 
Canada a man incurs no reproach whatever from public knowledge 
that his career has included half-a-dozen fresh starts, each time in a 
different direction. He has only been trying to find out where the nail 
will go, before trying to drive it in. If he has finally ‘‘ made good ” 
why then public opinion pardons, and, in fact, forgets all the false starts. 
It only admires the pluck and luck which has enabled him to get the 
nail in at the finish. In England, on the contrary, such a man would be 
regarded askance by the conservative opinion of his business confrères. 
They would class him as a kind of jack of all trades, an erratic adventurer 
who must for ever be trying to explore some new tract of country instead 
of remaining on familiar ground. Bagshot was writing in that spirit 
when he said “seek the prizes of your own calling and be resolutely 
hors concours to all others.” That is very English, but just the antithesis 
of the American ideal. 


A Chequered Career 


In one of the largest cities of the American West I once encountered 
B--—-, a man who had been born and bred close to the West of 
England town where I myself first saw the light. He was successful and 
wealthy. We talked about the old country and the conversation ended 
in an invitation to have a yarn with him in his private office. There, 
after locking the door on the inside and reminding me that we were 
in a strict prohibition State, he produced a bottle of whisky from the 
safe, and dispensed the beverage with a liberal hand. (We were not 
very far from the international frontier, known in these prohibition days 
as the “ far-flung bottle line.”) Then he struck the very topic which 
Mr. Selfridge overlooked. He had started as a book vendor and come a 
cropper. Next he had gohe into oil and made $100,000 in a few months. 
He risked the whole amount in another deal and lost every cent. A 
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few staunch friends found him a modest capital to start him in the 
lumber business, in which he did well for a year or two, then eventuated 
another smash, leaving him without a dollar to his name. To make a 
long story short, he had tried seven or eight different careers and ended 
each with being, lke the unfortunate letter ‘“‘e’’—always out of cash 
and forever in debt. Finally it occurred to him that in the rising West 
their must be many openings for that species of enterprise in which Mr. 
Selfridge himself is a past-master—to wit, the department store. So 
my friend prospected the West, found a rising town, got together such 
exiguous capital resources as he could command, and started on a very 
small scale. As the town expanded so did he. When I saw him he had 
thirty or forty different departments all flourishing under one roof, 
and was a “ made ” man twenty times over. He makes no secret of his 
story, and people like him all the better when they know it. At least, 
the bulk of them do. Where a native-born exception characterised 
him as an “intruder” B replied that he arrived in the province 
with a decent suit of clothes on his back, which was more than the native 
had done. Offering a clue to B——’s achievements, a mutual friend 
informed me that he was “no quitter.” That was the reason why he 
had made good. Curiously enough, as I retorted, I should have thought 
the very reverse was the case. Our friend was shown to have been a 
“quitter ” of at least six or seven undertakings before he finally settled 
down to the one which had made him a rich man. In his capacity to 
“quit ” lay no inconsiderable part of the secret of his success. 


Employment—Cash Deposit! 

To me there is something very disquieting in the enormous number 
of advertisements which offer positions in return for the deposit of a sum 
of money or the buying of a certain number of shares. A great many 
instances have come within my experience where applicants (especially 
ex-service men) have been persuaded to deposit practically the whole of 
their savings in order to get a position with a salary stated to be £300, 
or £400, or {500 a year. Within a month or two the “ principal ” of the 
“ business ” has disappeared, taking with him the money, and the 
unfortunate depositor has been left without his savings and without any 
recourse whatever. How well a seventeenth century satirist hit off the 
human infirmity which is thus exploited, and the cunning of the 
practitioners— 





There be many Foxes 
That goe on two legges, 
They steale greater matters 
Than Cocks, Hens and Egges ; 
To catch many Guls 
In Sheepes cloathing they goe, 
They might be destroy’d 
But I know what I know. 
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A Timely Analysis 

The fact that these advertisements continue to appear in such large 
numbers goes to show, I take it, that people are found who respond to 
them. And yet a moment’s reflection would impose caution upon even 
the most inexperienced. What sort of a business can it be which requires 
to borrow £1,000 from a prospective employé? Is not the affair branded 
as rotten by the very fact of its making that stipulation? If it be 
replied, as is sometimes the case, that the deposit is required merely as 
a “guarantee of good faith ” or honesty, the answer is that there exist 
fidelity guarantee companies whose policies could be secured with the 
minimum of difficulty and expense. Why not have recourse to them ? 


The Odds Defined 


Speaking with the experience of thirty years behind me, I do most 
earnestly caution business aspirants against having anything to do with 
positions which are offered subject to the condition that money shall be 
deposited or shares purchased before the applicant is appointed. The 
odds against the rash depositor are so heavy that I should not very 
easily discover an apt illustration of their magnitude. Ah, here it is, 
in the veracious history of two Liverpool Jews, who had robbed a ware- 
house of some lead piping, which Moses had coiled round his body next 
his skin. Anxious to escape across the Mersey, they reached the landing 
stage a few seconds too late. Ikey jumped for it and reached the out- 
going ferry-boat, but Moses, weighted with the Jead tubing, missed his 
jump, fell into the river, and sank like a stone. Amid the excitement 
Ikey rushed up to the captain of the ferry-boat with the query— 

“How many times do they come up, as a rule ? ” 

“ Always three times before they drown,” was the reply of the 
navigator. 

“ Bet you five bob he don’t come up once,” retorted Ikey, and won the 
wager. 

If I put the same odds on the loss of the money deposited by the 
average applicant for a salaried position, I should have Ikey’s luck 
four times out of five, as Old Bailey evidence only too plainly and 
pathetically demonstrates. 
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The ordinary file of every company which has ever been registered at Somerset House 
remains available for public inspection for all time. 





Correspondence 


To THE EDITOR oF “ BUSINESS ORGANISATION AND MANAGEMENT.” 
VENDOR OR PROMOTION SYNDICATES. 


Str,—I have read with great interest Mr. J. P. Earnshaw’s article in your 
April issue, but must point out one small error. Mr. Earnshaw says: “ As soon 
as possible, the syndicate distributes the spoils, and goes mto voluntary liquidation. 
Upon the commencement of the liquidation, the Somerset House file of the promotion 
syndicate (which would probably be illuminating to one with the requisite know- 
ledge to understand it, and know what to look for) becomes no longer available 
to the public upon payment of the shilling search fee; it is now only accessible 
to any creditor or contributory (i.e. shareholder) of the syndicate itself. The 
syndicate has no creditors, and we may be quite sure that the shareholders don’t 
want to see it!” 

This is incorrect. The ordinary file of every company which has ever been 
registered at Somerset House remains available for public inspection for all time. 
As press representative at the Companies’ Registry, I frequently search the files 
of companies which were dissolved ten or twenty years ago, and anybody who pays 
his shilling may do the same—although, as Mr. Earnshaw suggests, that may assist 
him but little unless he knows what to look for. Under certain circumstances, 
however, the liquidator of a company has to file his accounts at Somerset House, 
and these are not placed upon the ordinary “‘ blue ” file, but upon a special “ red ” 
file. Itis this “red ” file which is accessible only to creditors or contributories. 
Of course, this is a very different matter from withholding the general file from 
the public as soon as liquidation commences. That would be indefensible | 

I am glad that Mr. Earnshaw admits that we are now passing through a period 
of sounder joint-stock enterprise, but there can be no doubt as to the salutary 
nature of his warning that cheaper money and renewed prosperity might revive 
the activities of the shady company promoter. 

Personally I think that the education of the investing public will do more than 
legislation to thwart him ! 

Yours faithfully, 
The Information Bureau, Lid., Gro. W. DATNES. 
140 Strand, W.C.2. 
4th April, 1921. 


To THE EDITOR OF “ BUSINESS ORGANISATION AND MANAGEMENT.” 


THE “ LEFAX ” SYSTEM. 


$S1r,—In these days when there is such a demand for labour-saving and 
efficiency devices of all sorts, I should like to bring to the notice of your readers 
a system of tabulating information and carrying it about in one’s pocket, which I 
came across in America and which I think takes a lot of beating. 

The system is known as “ Lerax”’ (i.e. facts in leaves) and consists essentially 
of two parts. 

Firstly, the Lefax people publish a large number of printed forms, graph paper, 
square paper, ruled paper, diary, and every conceivable kind of form which is 
hkely to be useful to the engineer and business man generally. For instance— 
there is the order form for the salesman, neatly triplicated to allow copies being 
taken ; logarithmic and ordinary graph paper for the engineer ; prescription form 
for the doctors and even menu forms for the chéfs—all these are printed on 
standard-sized paper and punched to fit any standard loose-leaf pocket note-book, 
or Lefax have their own special books. 
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Secondly, the Lefax people have gone to the trouble of boiling down an immense 
amount of general and technical information, into what they call “ Data Sheets.” 
For instance, the sheets on Electricity give all the formula and statistical information . 
required by the electrical engineer, in a minimum space, and printed on the standard 
paper with the standard punching, so that they can be put in the pocket-book 
together with any of the blank forms if desired. 

When the forms are finished with they can be filed away in special boxes or 
cabinets. 

This is a brief outline of what is really a most useful and complete system which 
I think it would pay any of your readers to look into. . 

“ Lerax ” is printed in America, and until recently no English firm was handling 
it; however, I learn now that an English agent has been appointed, and that all 
the “ Lefax ” forms, etc., can be obtained in London. 





Yours truly, 
“ Heronsgate,” - H. A. P. Dısney, Lt.-Col. 
Rickmansworth, Herts. 
March, 1921. 





How to Ensure Safety in the Works 


Two large firms in the North of England, both of which are famous for their 
products, possess elaborate  “ Safety First” organisations, and visitors to 
either are always impressed with the care and forethought that are directed to the 
task of making the works safe for the workers. In both establishments large 
notices are conspicuously displayed at all possible and known danger points and 
guards are in general use on all machinery. The older firm of the two is very proud 
of its low accident record, and tries to ensure the interest and co-operation of its 
employees towards the same end. At this establishment the workers are them- 
selves mainly responsible for the conduct of the safety organisation, and their 
departmental commuttees have power to decide on any measures to be taken for 
the general safety. The other works employs a safety and health director, who 
makes all the necessary regulations. Here the workers are equally well cared for, 
but have no voice in the organisation. Whether this causes them to lose interest 
or not it would be difficult to say, but there ıs a strange difference in the accident 
statistics of the two works. The first works has, since the imception of its safety 
scheme, had a falling accident rate, which last year was 250 out of 2,000 employed, 
and only 30 of these were serious enough to cause lost time. The other works 
has a fairly constant rate of 600 accidents a month, on a pay roll of 5,000.— 
Manchester Guardian Commercial. 








“ Generally speaking, bribery is commonest among those upon whose expert knowledge 
their employers, themselves ignorant of details, are obliged to rely.” _ 





Reviews 


Statistics and Their Application to Commerce 


By A. LESTER Boppineton, F.S8.8., F.R.Econ.8. (London: H. Foulks Lynch 
& Oo., Ltd., 17 Ironmonger Lane, Oheapside, E.0.2.) Oloth, 220 pp. Price 
12s. 6d. net. 


The important economies in production which have been made possible by 
the work of the cost accountant have deeply impressed the business man. Sufficient 
proof of this is to be found in the rapid development of costing as a branch of 
accountancy and the emergence of the cost accountant. No up-to-date firm would 
nowadays dream of conducting business without a proper costing system. But the 
full application of the science of statistics to business will yield even greater results 
than the supply of accurate cost records, valuable as these are, and as Mr. Bodding- 
ton has no difficulty in showing, it forms an important part of the machinery of 
scientific management. It has already proved its worth in social and economic 
research, in banking and insurance, and this able work explains how it may be 
applied with the greatest advantage to all branches of commerce. The head of a 
business need no longer grope in the dark. By the aid of statistics the most 
valuable data drawn from the experience of the past can be placed at his disposal 
in the most vivid form. Mr. Boddington’s book is an excellent guide to the methods 
by which the full meaning of statistical records may be extracted. In Part I he 
discusses fully the compilation of statistical data, and in Part II its presentation 
and uses, dealing in detail with tabulation, the graphic method, and its application 
to commerce, index numbers, and published statistics and their use. Illustrative 
tables and diagrams are freely used to elucidate the text, and the book may be 
confidently recommended for the study of every Works Accountant. 


The Fundamentals of Accountancy 


(Part I.) By Lawrence R. Dicksme, M.Com., F.0.A. (London: Gee & Oo., 
14 Queen Victoria Street, E.0.4.) Oloth, 55 pp. Price ös. net. 


The series of articles on this subject contributed to the Accountants’ Journal 
by the Professor of Accountancy and Business Methods in the University of London, 
are here reproduced in book form. They were specially intended to serve as an 
introduction to accountancy for the young articled clerk, and the book will serve 
a useful purpose in removing stumbling blocks in the way of the beginner. The 
author has succeeded in condensing all the important principles of accountancy 
within a work of very handy compass, and in the definition of terms his careful, 
almost meticulous endeavour to avoid any possibility of being misunderstood is 
especially noteworthy. 


The Law and Practice relating to the Stamping of 
Commercial Documents 


By ALBERT OREW, Barrister-at-law : assisted by ALLAN H. GANDER. (London: 
Ges & Co., Ltd., 14 Queen Victoria Street, B.0.4.) Cloth, 164 pp. Price 8s. net. 


7 e 

This very useful book for company secretaries and accountants presents the 
law and practice respecting the stamping of commercial and other documents in 
convenient summary form, and chiefly from a commercial powt of view, The 
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substance of the work originally appeared serially in the Accountant, and it indicates 
clearly exactly what documents have to be stamped and what are duty free, to- 
gether with the amounts payable. The author, Mr. Albert Crew, is a well-known 
expert on company law, and he has had the assistance of Mr. A. H. Gander, of the 
Controller of Stamps and Stores Office, Somerset House, so that the work is in the 
highest degree authoritative. It includes the First Schedule to the Stamp Act of 
1891, with the subsequent statutory changes, and the Stamps and Finance Act of 
1920, : 


Unfair Competition 


With special reference to Bribery. By R. M. Lmonanp. Bribery and Secret, 
Commissions Prevention League, Inc. (London: 9 Queen Street Place, E.0.4.) 
Price 3d. 


This pamphlet contains the substance of five addresses delivered before the 
Centymca Business Club at the headquarters of the Y.M.C.A. in London, and is 
an able summary of what has been accomplished during the last forty years in the 
direction of securing international adhesion to the principle of honest trading. 
The author believes that there is a recrudescence of bribery in business circles, 
which is probably an aftermath of the war. He points out that: ‘‘ Generally 
speaking, bribery is commonest among those upon whose expert knowledge their 
employers, themselves ignorant of details, are obliged to rely.” Employers, will 
therefore consult their own interests by acquainting themselves as closely as 
possible with the steps that have been taken by the legislature for their protection 
against this insidious form of corruption. 


BUSINESS ORGANISATION AND MANAGEMENT 
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NOTES OF THE MONTH 


Sending Merchandise by Passenger Train 
A CORRESPONDENT has raised the point whether railway com- 
panies are exceeding the powers granted them in their charters 
by refusing to accept traffic for transport by passenger train, unless 
consigned carriage paid. Our correspondent points out that in pre- 
war times it was possible to consign carriage forward or carriage paid 
just as traders wished. Mr. Geo. B. Lissenden, to whom we submitted 
the query, which is one of considerable interest to traders, states that 
railway companies are under no statutory obligation to carry general 
merchandise by passenger train. All that they are bound to convey 
by this means are perishables (ie. fruit, etc.). So far as other goods 
are concerned, they are at liberty to make any terms they like, and 
consequently are not exceeding their powers in refusing to convey 
passenger train traffic unless carriage paid. 


* * * 


“The World Trade Crisis ” 


We make no apology for directing the special attention of readers 
to the important article appearing elsewhere in this issue under the 
title of “ The World Trade Crisis,” and urging them to give it the careful 
perusal it deserves. Our contributor, an economist of high reputation, 
is imbued with the conviction that neither the politicians nor the 
majority of business men fully realise the highly critical condition in 
which the whole mechanism of international trade is placed as a result, 
first, of the colossal expenditure of the war; and, secondly, the unbridled 
extravagance of post-war policy and administration. He foresees 
within measurable distance the grim possibility, not merely of a collapse 
in the industrial system which supports our large population, but of 
the passing away of the present form of civilisation itself! It is 
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possible that this may be deemed an unnecessarily alarmist view of the 
situation, that the outlook is not so black as it appears, and everyone 
will profoundly hope that this is so. But of the wisdom and necessity 
of the steps which our contributor recommends, in order that recovery 
may not be postponed until it is too late, there can be no possible ques- 
tion. In the regrettable absence of a united Opposition, there is little 
effective check on the spendthrift policy of the Government. Traders 
stagger under the burden of unprecedented taxation, the fruits of which 
are manifest in widespread unemployment and distress. Artificial 
restrictions on such international trade as remains to us further hamper 
enterprise, and make the lot of the importer anything but a happy one. 
Disastrous strikes paralyse the recuperative power of the nation. Our 
contributor points the way to a return to sanity. 


* * * 


Railway Earnings in 1920 

If the economic position of British railways is not steadily worsening, 
there is, so far as one can judge from available statistics, very little sign 
of improvement. The Ministry of Transport’s White Paper summarising 
the earnings and traffic of the standard gauge railways of Great Britain 
for 1920 discloses a thoroughly unsatisfactory position, alike from the 
point ‘of view of the ordinary taxpayer and the railway shareholder. 
The former views with apprehension the fact that heavy increased fares 
are swallowed up in the maw of ever-growing expenditure, while the 
latter will sadly reflect that the prospect of bigger dividends is likely 
to prove but a chimera after all. Here are the totals for last year, 
compared with those for 1919 and 1913— 


1920. 1919. 1913. 





Total Receipts (including Government £ £ 
compensation) : g ; . 297,800,000 226,100,000 129,700,000 
Total Expenditure. F i . 250,800,000 179,300,000 83,500,000 
47,000,000 46,800,000 46,200,000 
Miscellaneous Net Receipts 3 3 4,300,000 4,400,000 3,600,000 
Total Net Income . i r - £51,300,000 £51,200,000 £49,800,000 








The Financial News, in a searching analysis of the returns, points 
out that Government compensation is not distinguished from other 
revenue, and actual earnings in relation to expenditure cannot there- 
fore be seen for the three years on the 1913 footing. The outstanding 
fact is that expenditure since 1913 has trebled; even last year it 
increased by £71,500,000 over the total for 1919, while, as receipts were 
increased by only £71,700,000, the whole of the higher passenger fares 
and traffic rates (with the exception of a mere £200,000) have been 
absorbed by working costs. 
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Problems for Railway Management 

Admittedly, higher wages account for a considerable part of the 
deficit which undoubtedly exists between normal revenue (i.e. passenger 
fares and goods charges) and existing operating costs ; but no one would 
contend for a moment that present charges will bear any further increase, 
and higher wages do not afford the whole explanation. Railway manage- 
ment is not without responsibility for the deficit. Of a total of 5,026,583,000 
wagon-miles run during 1920, 3,541,582,000 only represented freight 
carried, the remainder representing empties. The percentages are: 
Loaded, 70:46; empty, 29-54; or, deducting the one from the other, 
as it is perfectly fair to do, since it costs nearly as much to run a truck 
empty as full, the real freight-earning proportion of wagon-miles was 
only 40-92 per cent, virtually less than half capacity. This is a form 
of waste that runs into many millions a year, says our contemporary ; 
and though much of it may be unavoidable, it can hardly be said that 
some of it is not. Further, the average train-load worked out at only 
132-40 tons, a load which is stated to be less than a sixth of the capacity 
of the modern locomotive, and therefore obviously a most wasteful one 
to carry. If, as Mr. J. H. Thomas, M.P., says, the workers’ claim to a 
share in railway management means “a genuine contribution by prac- 
tical men towards the solution of the difficulties common to industry,” 
the problems of how to secure a high average train-load and the lowest 
ratio of empty wagon-miles are two that cry aloud for solution. It is 
interesting to note that in 1920 the average receipt per ton came to 
20s. 5'6, as against 10s.3-6 in 1919; and tHe freight carried was 
317,877,500 tons, as against 304,662,000, an increase of 13,115,500 tons 
on the year. Despite increased charges, passenger traffic also increased, 
amounting to 1,566,834,000 against 1,507,117,000. In the face of these 
figures, the total net receipts as given above are highly disappointing, 
and drastic economies may be anticipated when Government control 
is relinquished in August next. 

* 


* * 


Lord Leverhulme on the ‘Square Deal?’ 

Lord Leverhulme, our greatest living business organiser, can always 
be depended upon for giving expression to direct and original views 
upon the industrial situation at the annual meeting of Lever Bros., 
Ltd., and the last was no exception to the rule. He believes Labour 
unrest to be entirely the result of lack of knowledge of economic laws, 
and not of bad intent; and said the workers are badly led by leaders 
of immature judgment and colossal ignorance. These leaders have the 
power to call a strike, and the members of a union are forced to “ down 
tools.” He brought a charge of bad faith agdinst the Government in 
respect of the wages awards authorised under the Joint Industrial 
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Councils. Lever Bros. joined the Joint Industrial Council of Employers 
and Employees, and agreed to accept awards for advances in the rate of 
wages. They were informed that firms not joining would be forced 
by the Government equally to raise wages in accordance with these 
awards; but, said Lord Leverhulme, notwithstanding this, the award 
of last January increasing the wages in the soap industry was never 
forced against those soapmakers who were not members of the Joint 
Industrial Council, and he complained that trade union leaders took 
no strong, drastic measures to enforce the award. 

The recent legal decision that a trade union can prohibit its members 
from being co-partners in any industrial undertaking was the subject 
of an interesting reference to the Leverhulme ideal of a “ square deal ” 
in industry. Co-partnership has a tendency to reconcile what is called 
Capital and Labour by encouraging what he called a “square deal,” 
in addition to either bare interest on capital on the one hand, or bare 
wages for the workers on the other, by joining both together in a final 
distribution of surplus profits, if any. It was the Bolshevik element 
in trade unionism which objected to it. Lord Leverhulme stoutly 
declared, “ If trade unions say that their members shall not have a 
‘square deal,’ that is no concern of mine, but it does not weaken my 
desire to give a ‘square deal’ to those who recognise the justice and 
wisdom of it. The greatest pleasure I have always had in business is 
to give what I call a ‘ square deal’ to everyone associated with me.” 


* * * 


Over a Million in Co-partnership Dividends 

Since the commencement of the co-partnership scheme of Lever 
Bros. and associated companies in 1909, no less a sum than £1,118,678 
has been distributed among the co-partners. These now number 8,306, 
and hold co-partnership certificates amounting to £1,399,438. Last 
year’s dividends on this scrip totalled £276,854 ; and Lord Leverhulme 
maintained that while it would undoubtedly have made for the solidarity 
of capital if these dividends had been added to the reserve fund of the 
business, if they have made for the solidarity of interests and mutual 
respect and goodwill—a spirit of working together as partners—their 
distribution could never ultimately be to the disadvantage of Capital. 

There were, of course, many other points worthy of notice in Lord 
Leverhulme’s highly interesting speech, though they can be dealt with 
but briefly here. The system of payment of wages by a credit to the 
employees’ banking account, introduced rather more than a year ago, 
had proved a great success, and an increasing number of workmen were 
availing themselves of it. The Staff Training College had been found a 
most valued addition to the business. As illustrating the phenomenal 
growth of Lever Bros.’ interests, it may be mentioned that the weekly 
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wage bill, which averaged {6,167 for the year ending 30th June, 1914, 
averaged {26,914 for the year ending 31st December, 1920. Wages 
averaged over 250 per cent increase to workers at the weekly wage rate, 
and dividends on ordinary shares, which were 15 per cent in 1913, the 
last normal year before the war, had risen to 20 per cent for 1920. 


-x * * 


Business Men and the Bank Rate 


The reduction last month of one-half per cent in the Bank Rate is so 
far to the good, but it came as somewhat of a disappointment to the 
general body of traders, who had confidently expected a bigger fall; and 
there has been some recrudescence of the agitation 
in favour of securing direct representation of the 
commercial and industrial community on the body 
which is entrusted with the supremely important 
function of fixing the amount. The interesting 
article by Dr. Ellis Powell, which we publish in 
this number, puts the arguments in favour of this 
proposal with force and clearness, and it is un- 
necessary for us to repeat them here. The official 
mind regards the change with disfavour, although Habs 
it commands influential support in the City; and Russell, London 
Commander Hilton Young, the newly-appointed 5 BARRY BRITTAIN 
Financial Secretary to the Treasury, distinguished himself by a certain 
brusquerie in his reply to Sir Harry Brittain when the subject was brought 
up in the House of Commons. Sir Harry asked the Chancellor of the 
Exchequer whether he would consider the suggestion that the Directors 
of the Bank of England should be assisted in their deliberations by a small 
committee, upon which would be representatives of the Bank of England, 
the Treasury, the great Joint Stock Banks, and the trading interests of 
the country. Commander Hilton Young, in reply, pointed out that the 
Committee on Currency and Foreign Exchanges reported in 1918 and 1919 
against any change, and he was not now prepared to reopen the question. 
Sir Harry-Brittain thereupon remarked that, seeing that the Board now 
contained one or perhaps two members representing overseas banks, 
would it not be possible to see that one representative of the great 
clearing banks of this country should be on the Board ? 

Mr. Hrton Youne: Any suggestion of that sort would rather involve the 
whole question of State control. 

Str H. Brrrrarn: Does the hon. gentleman realise that that ıs what I want 
ia Hitton Youne: Yes; but that is what I refuse to do. 

Whether the great body of business men will be content with this 
rather cavalier treatment of a question which affects them all so closely, 
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remains to be seen. There is, nevertheless, a large body of weighty 
opinion which remains obstinately convinced that representation of the 
kind suggested would be for the benefit of the nation, and would put 
an end to the disquieting criticism that the Old Lady of Threadneedle 
Street is sometimes slightly out of touch with the immediate necessities 
of the commercial and industrial community. 


* * * 


The Standard Wage and Standard Interest Principle 


Mr. J. Annan Bryce, chairman of the Metropolitan-Vickers Electrical 
Co., Ltd., made a very interesting reference to the principle of a standard 
wage and standard interest for Capital in industry in the course of his 
speech at the annual meeting of the Company. Referring to the Coal 
Strike, he hoped that an arrangement could be reached on a basis to 
which both miners and mine-owners had already agreed, but which 
seemed to have been overlooked in the turmoil. This basis was a 
standard wage, thereafter a standard rate of interest on Capital and, 
finally, a division of surplus between Labour and Capital. Mr. Bryce 
welcomed the acceptance of this principle by both sides in the coal 
industry, because it afforded a prospect of its extension to other great 
industries. The significance of the words which we have italicised 
should not be overlooked. It indicates the direction in which some of 
the keenest minds in business are tending. There is no doubt that any 
general acceptance of this important principle would render the pos- 
sibilities of industrial strife very much more remote than they are at 
present, and any proposal which would remove one of the main causes 
of the disastrous strikes, which are deplored by every sensible indi- 
vidual, whether he be employer or employee, should be very thoroughly 
explored. It may confidently be predicted that more will be heard of 
this particular principle in the near future. 


* * * 


Railways and the Delivery of Parcels 


Our valued contributor, Mr. G. B. Lissenden, who is Traffic Manager 
to Lever Bros., Ltd., and chairman of the Traders’ Co-ordinating Sub- 
Committee on Perishable Traffic, gave evidence before the Railway 
Rates Advisory Committee last month. He said that the Sub-Com- 
mittee desired strongly to advocate that the companies should be under 
statutory obligation to deliver parcels sent by passenger train. Com- 
plaints had been made that in some instances the companies had refused 
to deliver even perishable goods on their arrival at destination. An 
article by Mr. Lissenden dealing with this important subject in detail 
appears on page 252. 
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Automatic Time Recorders for the House of Commons 

The installation in prominent positions in the House of Commons 
of automatic time recorders of members’ speeches, which has been 
suggested to the Speaker by Commander Carlyon 
Bellairs, is of some interest to business men, who 
would rejoice to see an adaptation of one of their 
favourite devices admitted into one of the last 
strongholds of British conservatism (in the purely 
business sense). The idea was received with some 
amusement, but even more approval, and the 
Member for Maidstone was invited by the Speaker 
to confer with the Office of Works with the object 
of putting a specific suggestion before him. It is 
suggested in The Times that the recorder should Elioti & Fry 
strike a sweet but distinct note each quarter of an COMMANDER CARLYON 
hour, and the general opinion is that the device PELLAS 
would tend to reduce the length of speeches. Even the most long- 
winded orator would be daunted by the note of such a recorder 
inexorably chiming out the quarters as they passed. 


- * * * 


Progress of the Institute of Chartered Accountants 

A net increase of 458 in the membership of the Institute of Chartered 
Accountants is a very satisfactory feature of the 1920 report of the 
Council, and the total membership of the Society is now 5,343. The 
Council have revised the syllabus for the Intermediate and Final 
examinations. Another paper on book-keeping (including general 
commercial knowledge) is to be substituted in the Intermediate test for 
the paper on the rights and duties of liquidators, trustees, and receivers. 
In the Final, a fourth day’s examination will be added, and candidates 
must take as an optional subject a paper in economics, or banking, 
currency and foreign exchanges, or elementary actuarial science; while 
more prominence will be given to costing and taxation in the book- 
keeping section. It is noted in the report that in connection with some 
Corporation Bilis which came before Parliament last session, the House 
of Commons refused to recognise any accountants other than chartered 
or incorporated accountants. A tendency towards extending the 
Government audit system is receiving the careful attention of the 
Council, and at the annual general meeting the President (Mr. John 
Gordon, of Leeds) protested strongly against insidious attempts by 
Government Departments to take over work for which their own body 
was admirably qualified, but for which the Government Departments 
were only very moderately qualified. Referring to the growth in their 
membership, he said happily there was room for everyone. The demand 
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for their work was growing continually, and there was an opening for 
the new members in their profession equal to, if not far better 
than, any other. What was wanted in accountancy was the shrewd, 
practical man—not the mere bookworm. 


* * * 


Psychology and Smoking 

The appointment of Mr. Morley Dainow, B.Sc., formerly director 
of the Pelman Laboratory of Applied Psychology, as consulting 
psychologist to the Tobacco Trade Exhibition, which was held with much 
success at the Royal Horticultural Hall, Westminster, last month, marks 
a novel departure in the organisation of these particular functions. 
To those who at first sight might be inclined to wonder what the special 
functions of a psychologist might be at such an exhibition, it may be 
explained that Mr. Dainow organised, among othér things, a number 
of interesting conferences ; and if the amount of publicity which these 
conferences (and incidentally, the Exhibition) received in the Press 
be the measure of his success, then the innovation was very successful 
indeed. The opening conference on “ Tobacco and Health ” gave Sir 
James Cantlie, K.B.E., the distinguished surgeon, opportunity to put 
every smoker at the Exhibition at his ease by assuring him that, dlthough 
tobacco was a poison, equally with tea, coffee, and alcohol, it was at 
any rate the least harmful of them all. Another consoling assurance 
from Sir James was the fact that the smoker could at any time success- 
fully expel all trace of nicotine poisoning from his system by giving 
up the habit for three days only! This is surely the mildest test of self- 
denial. What does the hardened smoker think about the experiment ? 


* * * 


After-Thoughts on the Revenue Bill 


The agitation against the proposal in the Revenue Bill to abolish 
the office of Assessor of Income Tax, and to transfer the administrative 
duties of the local commissioners to Somerset House, gave the Govern- 
ment an opportunity of dropping an extremely inconvenient measure 
in its entirety, of which they promptly availed themselves. This step 
ensures the retention of the three years’ average principle; and the 
business man, who will now be obliged to pay in a period of almost 
unprecedented depression Income Tax based upon his average profits 
during the last three years, is left wondering somewhat ruefully whether 
the game was quite worth the candle. Whether the volume of protest 
arose from instinctive repugnance to entrusting any Government Depart- 
ment with extended powers, an attitude which can be easily understood 
after a long acquaintance With Dora, or whether it was engineered from 
other motives altogether, depends upon the point of view. Probably 
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the truth of the matter was put by Mr. G. O. Parsons, secretary to the 
Income Tax Reform League, in his outspoken letter to the Press in 
defence of the Income Tax Commission’s recommendation. He pointed 
out that the functions of the local commissioners are largely nominal, 
and that if the letter of the present law were adhered to, not one penny 
of income tax could possibly be collected. “ The assessor is merely a 
sign-post, who sends the small taxpayer to the revenue official.” By 
sweeping away “all this comic opera business of a past age,” Mr. 
Parsons maintains that the Revenue Bill would have tended towards 
equity, efficiency, secrecy, and economy. 


* * * 


The Clerk of the Future 


Will there be a dearth of male clerks in the future as now there is a 
glut? Such is quite likely to be the case. Ask any boy from 14 to 
16 years of age what he intends to be in life. An extremely small per- 
centage would reply “a clerk.” And also ask the average male clerk 
of to-day what he would be if he could start at 14 or 16 years of age 
again ; here also an infinitesimal number would reply “a clerk.” And 
the reason? It is not very far to seek. It is the invasion of woman 
into the realms of the clerk. During the war, women were able to 
penetrate into the fastnesses of many businesses and professions, and 
by their proficiency they are now proving themselves able to hold those 
hardly-won situations. Let us be fair to the girls. Hundreds of women 
who have never had to work for a living before are now, as a result of 
the war’s aftermath, compelled to seek a livelihood in some occupation 
or other in order to keep themselves or to assist their homes. The man- 
hood of the nation has been depleted by the war, and a girl’s chances 
of marriage are therefore more remote now than once they were. 
Economic post-war conditions are undoubtedly acting as a strong deter- 
rent to those men whose minds ought to be “ lightly turning to thoughts 
of love.” Thus the female sex have to seek employment; not, mind 
you, to oust the men, but to earn their essential daily bread. In seek- 
ing the means of earning a livelihood, the girl looks for congenial employ- 
ment; and what more congenial employment could a girl take up than 
that of a clerk? It is a woman’s work just as much as a man’s. The 
lady typist came into her own long before the war; now, in spite of 
protests and competition, the woman clerk is following. An example 
of the rapid progress of the woman clerk is shown by the fact that the 
Institute of Bankers has recently decided to admit female clerks to the 
full membership of the Institute, but (and for the present, quite rightly 
so) only female clerks at present employed on bank staffs can sit for the 
examinations. This is a reasonable step to safeguard the reinstatement 
of demobilised men, and ere long this restriction will doubtless be 
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withdrawn. The demobilised clerk is apt to grumble at the female clerk ; 
his complaints should not, be unfairly directed against girls compelled 
by circumstances to earn an honest living. It would certainly not be 
in the interests of the economic welfare of the country if women were 
displaced from certain light clerical work which they can admirably 
perform, to “find work” for men who could be better employed at 
something else. One of the minor lessons which the war has taught us 
is that many of our young men were doing girls’ work. 


* * * 


The Worker and More Production 


The phenomenon of unemployment at the present time cannot be 
judged only by itself. It has disastrous effects throughout industry. 
Trade unions, from the bricklayers and the navvies upwards, are pur- 
suing a deliberate go-slow policy. The policy, judged by economic 
standpoints, is fallacious, but it is nevertheless present. The average 
workman reasons to himself that the longer he takes over a job, the 
longer he will remain employed. This on the face of it is true, but it 
is true only for the moment. If he can secure himself a sure job for 
two weeks instead of one, there is something of importance achieved. 
Unfortunately this theory does not take into account the remainder 
of the workers who are employed on work which is brought into being 
by his effort. The vital question to-day is not unemployment; it is 
the far more serious question of production. No one will deny that 
production is down, and that prices in consequence are somewhere in 
the region of 267 per cent above the pre-war level. It is, however, 
useless to labour this point. In considering the case of the worker and 
his work, there is one thing that it is futile to ignore, and that is the 
psychological change which has taken place in the outlook of the 
worker. Watch plumbers, painters, or plasterers, for instance, when 
they are renovating a house, or employed on a new one. There is some- 
thing radically different in the atmosphere from 1914. The same job 
will take twice as long and, most likely, not be done so well. It is not 
enough to blame the men for this. The situation has gone past the 
blaming stage, and the fact must be faced that these men will not work 
well because they lack the necessary inducement for them to do so. 
There are two inducements to choose from, and the choice is, in a small 
degree, being predestined by the Miners’ Federation and the accept- 
ance of the principle of increased wages in ratio with increased work. 
These two inducements are the piece rate and the efficiency bonus, or a 
drastic change in the status of the worker. Subsequent results will 
prove that these are the only two alternatives. If Labour can be 
persuaded to adopt the piece rate and embark on an era of high wages 
and high-speed production, all well and good. If not——. 
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Master Minds in Business 
No. 6. SIR FREDERICK MILLS, Bart. 


By EDWARD James 
(London Correspondent of the *‘ Western Mai”) 


poke years ago or thereabouts a bright lad of sixteen, tall and 
robust for his age, and keener about the serious things of life than 
boys of sixteen usually are, became apprenticed in due legal form to a 
firm on the Tyneside bearing the name and title of Palmers of Jarrow. 
His indenture period followed the traditional and unexciting course. 
From the fitting shop he graduated to the pattern shop and thence, 
height of ambition at the time, to the white-collared respectability of 
the drawing office. He is said to have been a model apprentice, pains- 
taking and earnest about his work and suffering gladly the serious 
„restriction on his juvenile somnambulance imposed by the necessity of 
prompt and regular attendance in the works at 6 a.m. He was never 
late and, after putting in eleven solid hours every day for his employers, 
he still had the inclination and found the time for evening continuation 
classes at the Newcastle College of Science. 


One of the World’s Experts in Steel 


To-day he is one of the outstanding figures in the world of industry, 
a baronet in recognition of services to the cause of science in industry, 
one of the world’s acknowledged experts in steel and engineering, con- 
trolling chief of a combination of companies with a capital of ten millions 
and an annual wages bill of the same amount distributed between thirty- 
five thousand workmen. He owns a big estate and lives in Park Lane; 
he has been High Sheriff of his adopted county of Monmouth, and has 
had all the blushing honours that come, without the seeking of them or 
the paying for them, to really successful and eminent men. On the 
foundation so well and truly yet so modestly and patiently laid in the 
workshops of Jarrow has been built a career which would have gladdened 
and inspired our old friend Samuel Smiles. 

This, in briefest summary, is the life story, happily still continuing, 
of Sir Frederick Mills. He has now reached the age and that pinnacle 
of success and fame at which most men begin to give excuses for taking 
things easy. But Sir Frederick shows no inclination to yield to the 
dangerous if tempting process of resting on his laurels. Robust and 
alert as ever, alike in mind and body, as a man of fifty-six should be, he 
continues to exert the fullest influence on the development and destiny 
of the great industrial undertakings of which he is the titular and actual 
head, and which owe so much of their present position and strength to 
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his own foresight, enterprise and zeal. Of late, it is true, he has wisely 
been content to delegate much of the office and works administration 
and to give his time and thought primarily to questions of principle and 
policy, questions so varied and complex at this time of world crisis that 
every great industrial undertaking might with advantage have at its 
head a man whose only function is to think and think hard. That is 
the chief activity of Sir Frederick Mills just now. 


Vast Industrial Interests 

His interests are primarily steel and iron, but he is also heavily concerned 
in coal. He is best known, of course, for his connection with that world- . 
famous firm, the Ebbw Vale Steel Company, of which he is chairman 
and managing director. He is also managing director of Messrs, John 
Lancaster & Co., Ltd., Messrs. Powell’s Tillery Steam Coal Company, 
and Messrs. Lancaster’s Steam Coal Company. The Newport Abercarn 
Black Vein Steam Coal Company is also fortunate to have his services 
on its board. These undertakings, all situate in the still developing 
county of Monmouth, represent in normal times a minimum coal output 
of 6,500,000 tons per annum, but this is only a small proportion of the 
aggregate production. The Ebbw Vale Company possesses one of the 
finest and best equipped steel works in the world, with its great blast 
furnaces, Bessemer and open hearth steel plant, rail and bar rolling 
mills, foundries, engineering shops and brickyards, besides a variety of 
subsidiary undertakings, such as native iron ore mines and limestone and 
dolomite quarries. In the direction of these vast concerns Sir Frederick 
Mills has been associated for a decade with Sir John Beynon and his 
family, and for a period only slightly less with Sir Henry Mather Jackson 
and Sir Philip Henriquers. The late Lord Rhondda was also for a 
considerable time one of his co-directors. 


A Personal Vignette 

Sir Frederick Mills expresses, I think, as much as anyone I have ever 
met, the character, the determination and grit and all the other charac- 
teristics of the man of the North. He essentially indicates his upbringing 
in the stern and businesslike atmosphere of Tyneside. Tall and stately, 
a fine figure standing six feet, of military bearing, with handsome kindly 
features, and a short clipped steel grey moustache, immaculately groomed, 
yet without the slightest suggestion of being over-dressed, you would 
take him for a genial general in mufti. His face is full of “ character ” ; 
it is strong without being stern or forbidding ; it indicates abundance of 
will-power, yet tempered with a great and compelling charm; you feel 
that here is one who could, and, if occasion warranted, would fight and 
fight fiercely, but who is so intensely human, so full of generous impulse, 
that fighting would be his last resource. One of his assets is a rich 
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musical voice that fascinates at once. The secret of it, apart from the 
natural gift, is in the fact that as a youth he studied and practised voice 
culture. He sang in oratorios years ago, and can still use his baritone 
skill to advantage to the delectation of any company. 

Of the gifts which specially qualify him to be a great captain of 
iadustry the chief is that of tactfully handling men. Many a conflict 
has he had with his workmen. He will stand up to them when he thinks 
he is right as boldly as they sometimes do to him. But he is positively 
worshipped by them, and when it comes to those intimate personal 
relationships so rarely possible between master and men, when there come 
into the lives of his workers the stress of personal suffering or the joy of 
success or advancement, Frederick Mills seems to be just the big brother 
of them all, ready to help, to sympathise or to encourage. His office 
staff numbered 200, and his chief concern was always to be personally 
acquainted with the office boys and the juniors. He knew he would get 
to know those higher up as a matter of course. 


Sir Frederick's Creed as an Employer 


“Every employer,” he once told me in an intimate talk, “should - 
get as near to the old proprietary system as modern conditions will 
permit. The acting head of any concern, be it large or small, has no 
right to regard Labour as a sort of raw material; he should always be 
in the closest and most intimate relationship with them. He has a 
greater concern than securing a return for the wages he pays. He 
should take a personal interest in their work, its quality as well as its 
quantity, their safety, their homes, their surroundings, their social well- 
being and even their games. Above all he should endeavour to be in 
touch with them in their leisure hours, to assist them to organise their 
sports and amusements, their recreation and instruction, and to treat 
them in all things as sane individuals as anxious as he himself to live a 
full bright life and be useful citizens.” 

A pretty drastic gospel for a big employer to preach to his fellows, 
but Sir Frederick Mills, who has no place for humbug in his life, would 
not enunciate it if he did not earnestly believe it and mean to do his 
utmost to carry it out. He has done much in this direction for his men. 
They have at Ebbw Vale the most complete system of welfare work 
in the United Kingdom. It includes almost everything from ambulance 
training to Rugby football (mot that there is any connection between 
the two). The workers have a completely equipped Institute, and it is 
almost impossible to mention a British sport or recreation, interest or 
hobby, that is not catered for. Every department is now self-supporting, 
but Sir Frederick Mills and his fellow director gave the scheme a generous 
send-off by a free gift of grounds and equipment. 
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The Ebbw Vale Industrial Conference 


In considering the happy relations of Sir Frederick Mills with his 
employees one has to put in the forefront the Industrial Conference, as 
they call it at Ebbw Vale, which is a most important development in 
co-operation between employers and workers, a novel and bold experi- 
ment in industrial relations. For more than two years Sir Frederick 
Mills has been meeting the representatives of all the Unions connected 
with his works at monthly conferences for the discussion of their problems. 
He laid it down to the men as the keynote of his policy that “ It is your 
industry as well as mine.” What led to the Conference was his belief 
that nine-tenths if not the whole of the stoppages, other than those- of 
a national character, were due to misunderstanding. He felt that if 
in these monthly talks he could hear every possible grievance and be kept 
fully informed of the mind of the men this would go a long way towards 
preventing the constant recurrence of “ crises ” so harmful to industry. 
There had been these troubles during the war. The collieries alone were 
idle nearly 150 pit days, every time without authority from the respon- 
sible leaders of the men. Industrial trouble is often the result of neglect 
by employers of legitimate grievances. To fortify their case on these 
the men are apt to follow the lawyer-like expedient of inflating their 
case in the hope of saving the essentials when the issue comes to 
compromise. ; 

By means of the Conference, of which the most gratifying reports have 
come, many a dangerous little movement has been nipped in the bud. 
It is marked by the utmost freedom and frankness on both sides. No 
subject, whether it affects only their own works and mines or movements 
outside, is held to be beyond the legitimate scope of the Conference and 
discussions may be originated without notice by any one on either side 
of the table. The one task zealously undertaken by all concerned is to 
find some way of investigating and adjusting difficulties as they 
arise, and in this the increasing mutual respect both sides have for 
each other is an all important factor. When deadlock occurs, as 
is sometimes inevitable, resort is made to arbitration on the under- 
standing that the decision is accepted without equivocation which- 
ever side wins. Publicity, finest antidote to suspicion, is given to the 
proceedings, and how much of the success of this striking experiment 
is due to the candour and sense of justice which mark its pioneer, only 
those engaged in the Conference can really appreciate. Local strikes 
are a thing of the past, but Ebbw Vale and the other districts in which 
the company operates have suffered acutely from national movements, 
such as the disastrous coal strike. These are obviously beyond the power 
of the Conference. Yet one wishes, without being controversial, that the 
national industrial adjustments might be settled in the spirit which has 
given Ebbw Vale so unique a peace. 
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A Works Manager at Twenty-Three l 

The men of Ebbw Vale have a natural pride in their works and in 
the chief who has made it what itis. I think they admire him all the more 
because they know that, though he became a works manager at the 
extraordinarily early age of twenty-three, he could still personally carry 
out any process or undertake any job in any department of the works 
from tapping a furnace to driving a crane. He went into steel when 
hardly anyone knew how to make it. Thus he has grown with the 
industry, and has done much to develop it, rather by improving on old 
ideas than in striking out on fresh lines. His own inventions have related 
chiefly to details. Perhaps the chief ambition he set himself at Ebbw 
Vale was to produce the cheapest steel in the world ; this may be realised 
when industrial conditions stabilise themselves after the bewildering 
dislocations of labour trouble and world depression. Through Sir 
Frederick’s eager enterprise Ebbw Vale has to-day the largest and the 
finest blast furnace in the world, costing a million of money and embody- 
ing every improvement in the manufacture of iron from the ore. The 
full fruits of this will come when the price of steel is brought down to 
the purchasing capacity of the countries literally starving for supplies. 

With all the power he wields and all the wealth he possesses, Sir 
Frederick Mills is a man of essentially simple tastes. He would be the 
last man in the world to write an autobiography. Whether amid the. 
affluent surroundings of his house and estate at Llwyn Du Park, near 
Abergavenny, or at his splendid place in Mayfair, he has ever been the 
same natural, homely host avoiding display for its own sake. His business 
methods have always afforded him more leisure than the average magnate 
enjoys. I think his chief characteristic in business is Compression. His 
office hours have always been short, generally from nine to five. This 
was partly because, having been an underling himself and remembering 
those days, he has made it a point of honour not to get to work before 
his staff or to remain there after them. “I remember,” he remarked 
some days ago, “ how I disliked the boss to be about before I get there 
or after I left.” The other reason for the comparative brevity of his 
office day was just the art of Compression. In other words he always 
worked hard when there, focusing his whole thought on the problem 
brought before him and giving quick decisions. 


An Open Air Man and Sportsman 

Very seldom, after his early days, did he take work home or allow 
office and works or business problems to follow him, for it has been his 
theory that to work all one’s waking hours is the way to clog the mind 
and make it incapable of rapid movement and quick resolutions. The 
leisure he gained has been well applied in bpen-air games, especially 
lawn tennis, in music and in reading. All his life he has been a devotee 
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of tennis, and he says this of all things has kept him fit. Last year he 
played more than ever, and he can put up as good a game as anyone I 
know of his age. He plays golf, too, but only a promising game, as a 
handicap of fourteen reveals, though he is on the links once a week through- 
out the year and spends a fortnight’s golfing holiday at North Berwick. 
Motoring has its claims also, and he drives his own car. But fora charmed 
life an epitaph might have been necessary four years ago when his car 
dashed into a stone bridge near Caerleon. The lapse of time makes it 
safe to confess now that he was driving at thirty-five miles an how. 
The car was smashed; Sir Frederick escaped uninjured. “ The bridge 
suffered the only permanent injury,” says one of Sir Frederick’s friends 
in a playful reference to the fact that it bears his name to this day. 

His reading is chiefly historical and biographical with a pet predi- 
lection for Napoleon, in which respect he resembles both Mr. Lloyd George 
and Mr. Bonar Law. He boasts the most complete collection of Napoleon 
in his county. Just amateur in chess and billiards and bridge, he can 
claim to be an expert in draughts. For years he had a bungalow on the 
Welsh coast, and when he was tired of work or of society he used to get 
away there for an open air life on as simple a scale as any one of his 
workmen might lead. 

I recently asked Sir Frederick the eternal question: What is the key 
to success? He gave a ready reply. ‘‘ My advice to a young man,” 
he said, “is always to play the game, to stick hard at the task in hand, 
to make himself indispensable to the man next above him, to qualify 
himself for the highest possible post in his own line, and leave the rest 
to the opportunities that come along.” He also urged on that occasion 
the importance of every young fellow playing some game, however 
indifferently, rather than contenting himself with being a spectator of 
a handful of professionals or semi-professionals. 


The Future: Unexampled Prosperity, if —— ? 


Of the future of British trade and industry he takes an optimistic 
view. ‘‘ Prices must come down,” he said to me a few days ago, “ and 
unfortunately and because wages form such a large proportion of every 
article, this will necessitate a readjustment of wages to meet the new 
conditions. When this readjustment has taken place and with good 
feeling between Capital and Labour, there is no reason why we should not 
have a period of prosperity such as this country has never seen. The 
world starves for goods; there are vast destructions to be repaired, and 
trade will always come to this country because we have the finest work- 
men and the most courageous capitalists. The Empire is knit together 
as never before, and is prepared to inter-trade in a new spirit of comrade- 
ship and fellowship. If We can only have industrial peace nothing can 
keep British trade in check.” 
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This important article by a leading financial authority explains why business intereste 
should be represented on the body which fixes the Bank Rate 





The Bank Rate and Business 


By Dr. Erus T. POWELL 
Formerly Editor of the “ Financial News” 


Trade Should Have a Direct Voice in Fixing the Figure . 


A change in the Bank Rate vitally affects the interests of every trader. The rate 
is fixed by the Directors of the Bank of England, a body which has been criticised as 
being out of direct touch with the needs of the commercial community. Dr. Ellis 


Powell, a leading financial authority, here supports Sir Harry Brittain’s suggestion 
that the tremendous national responsibility of fixing the Bank Rate should be shared 
by the Nation with the Bank of England. The Chancellor of the Exchequer refuses 
his consent. Why? 





HE recent sudden fall in the Bank Rate was contemporaneous 

with some criticisms by Sir Harry Brittain of the present system , 
under which the Rate itself is fixed. Broadly speaking, the jurisdic- 
tion may be said to rest in the hands of the directors of the Bank of 
England. It is common ground, of course, that they are largely 
influenced by banking sentiment, as well as by the very intimate know- 
ledge of the actual Money Market conditions which their position con- 
fers upon them. But all the same, the ultimate jurisdiction is in their 
hands; and, since the effects of a change in the Bank Rate are felt 
even in the remotest recesses of the whole commercial organisation, 
it is perhaps fitting that something should be said on the subject in the 
pages of this Magazine. 


Influence of the ‘Rate 


The Bank Rate is nominally the minimum figure at which the Bank 
of England will grant financial accommodation. It is the index of 
Money Market conditions. Upon it the deposit rates for the time being 
depend, and consequently a change in the Bank Rate either increases 
or cheapens the price of financial accommodation throughout the whole 
country, besides modifying to a greater or less degree the facility with 
which such accommodation can be secured. Obviously, a high Bank 
Rate, pointing to financial stringency, must not bé measured in its 
effects merely by the figure (say, 6 per cent or 7 per cent) at which it 
stands. When it is fixed so high, the banker will frequently be less 
willing to grant accommodation, even upon approved security, than 
would be the case if the Rate stood, for instance, at 4 per cent. 

Moreover, a trader or a manufacturer may be able to conduct his 
business with satisfaction to himself by means of accommodation based 
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upon a 5 per cent Bank Rate. But if the figure be advanced to 6 per 
cent, to say nothing of 7 per cent, his banker’s charges may become 
so high as to wipe out a proportion of the profit he is making. In fact, 
it is conceivable that the profit margin might disappear altogether. 
When it is remembered that an effect so serious will be produced not 
upon the affairs of a single trader, but upon thousands, if not tens of 
thousands, throughout the country, as the result of a rise in the Bank 
Rate, no apology is needed for scrutinising with some closeness the 
composition and jurisdiction of the body by which the Rate itself is 
fixed. 


Bankers Not Admitted 


Now, the directors of the Bank of England are merchants, and not 
bankers. This state of things is a survival from the days when the 
financial business of the City was concentrated in the hands of its 
merchants. In due course, the merchants began to handle transactions 
which were purely financial. That is to say, a mercantile firm trading 
with a given foreign country was requested by its Government to float 
a loan on the London market, and did so. About one hundred years 
ago this was quite a common expedient. But as time went on, it 
became evident to some of the mercantile firms that they could trans- 
act more profitable business in finance than by retaining their exclusive 
mercantile prepossessions. Consequently, some of them abandoned the 
mercantile side and developed into finance pure and simple. This is 
the explanation of the rather perplexing fact that so many of the 
financial firms in the City still continue to describe themselves as 
merchants. 

While, however, they are closely occupied in finance, they are not 
bankers in the strict sense of the term. A banker is a person who 
permits his clients to draw cheques upon him, and whose main function 
consists in the conduct of the business so arising. Bankers in that 
sense of the word do not become members of the Board of the Bank 
of England It is something of a paradox that not one of the four 
greatest bankers who have adorned the City in modern times, viz., 
Thomas Gilbart, John Dun, Lord Avebury, and Sir Edward Holden, 
could ever have been members of the Bank of England Board. They 
were bankers themselves, and consequently they were excluded by 
ancient convention from taking their place among the advisers of the 
Old Lady of Threadneedle Street. But the result is the formulation 
and guidance of the Old Lady’s policy in the last resort by gentlemen 
who are merchants and not bankers, and who consequently are said 
by their critics to be owt of direct touch with the needs of the 
commercial and industrial community. 
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The Bank Rate and Business 
A Colossal Responsibility 


To this argument, which is among those put forward by Sir Harry 
Brittain, the Bank of England itself would doubtless have a ready reply. 
Its directors would retort that they themselves conduct banking busi- 
ness, and that it would be unreasonable for their trading rivals, -the 
heads of the other banks, to sit around the Board table in Threadneedle 
Street and pry into the Old Lady’s secrets. No doubt there is much 








DR. ELLIS T. POWELL 


force in this reasoning. At the same time, there is another vital con- 
sideration. The Bank of England is now by common consent primus 
inter pares among the great banks of the country, wielding a prerogative 
arising from its long and brilliant prestige. The Bank of England is 
undeniably primus in prestige, though in magnitude of resources it no 
longer occupies the premier position. But its very primacy tends to 
remove it, in a sense, from the ordinary competitive arena. Its very 
possession of primacy and prestige, creating a prerogative whose power 
is felt in the remotest commercial recesses of the country, may be said 
to place upon it the obligation of enabling the exercise thereof to be in 
some degree adapted to the sentiment and the necessities of those who 
are affected by it. 
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Direct Trade Representation 
_ Probably the best course would be for the fixation of the Bank Rate 
to be subject to a new jurisdiction of which the Bank of England should 
retain the dominant share, though at the same time admitting repre- 
sentative influences from other quarters. If, for instance, the Rate were 
settled by a permanent committee of six, that body might be consti- 
tuted of the Governor of the Bank of England himself, with two of his 
own colleagues, together with three other members: (1) a representative 
of the Treasury ; (2) a representative selected by the joint-stock bankers ; 
and (3) a representative of the great commercial and industrial interests 
of the country, selected possibly by the Chambers of Commerce. In 
these days of enormous national obligations, the Treasury is naturally 
quite largely affected by current monetary conditions. And although 
Bank and Treasury work together in a cordial relationship, it must 
always be remembered that the Bank of England is not a Government 
Bank, nor does the Government own a single shilling’s worth of its stock. . 
Yet, as it is the banker to the Government and the Government is 
constantly in need of financial accommodation on a very large scale, 
the general interests of the taxpayers would more than justify the 
Treasury representation on the Bank Rate Committee. As for the 
inclusion of a representative of the great commercial and industrial 
interests, its desirability needs no demonstration after what has already- 
been said. If it be thought that the Committee should consist of an odd 
number rather than an even (so as to obviate a potential deadlock) then 
the seventh member might well be a representative of Labour, which is 
vitally interested in the current price of credit. Anyhow, when it 
is admitted that the movements of the Bank Rate may vitally affect 
the interests of all the traders in the country, the case has been made 
for their representation on the body which wields the Bank Rate 
jurisdiction. A large proportion of the criticism directed at banking 
in recent years from commercial and industrial sources has been a- 
consequence of the idea that the great banking institutions were, in 
a sense, remote from the commercial and industrial interests which 
depend so dargely upon their goodwill. That objection would be greatly 
minimised if it were felt that in so vitally important a function as the- 
fixation of the Bank Rate for the time being, commerce and industry 
possessed an effective voice in the shape of their own representative 
as one member of the body wielding this tremendous financial 
prerogative. 


~ 


212 






our commercial house in ome wy treating V the foreign mercha: : 
ne and. puma t in our national prosperity. A, 





How to Capture the Foreign Market 
An Introduction to the Study of International Trade _ 


By WALTER O. STEN, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Ltd. 


An this striking article, the first of a series, the author, an expert in international 
trade, points out how it is possible for British business men to regain their pre-war 


supremacy in the world’s markets. Valuable hints are given to British exporters. 





IKE Phaethon of old we have come to earth! For nearly two years | 
following the conclusion of the Armistice we lived in an atmosphere 

of trade illusion, meandering hopelessly through the clouds of commerce 
` regardless of all economic laws and deaf to all voices save those of the 
jingos and fire-eaters. And now we are back to earth again, surveying 






_ the charred remnants of our golden chariot and debating what new | - 


excursion to take in the realms of commerce. 
zac It is not my intention here to take up the attitude of the wise prophet f 
“E told you so! !” nor, on the other hand, will I forestall the angels by 


x; rushing in and suggesting a universal panacea for our present ills, even 


-were it within my power to do so, but my aim is rather to show where and | 
- what we can learn from our past mistakes. 
< To-day many are asking how and why it all happened. In answering — 


-these questions. we shall probably find some solution to our difficulties,- a 


_ and by making preparations for the future avoid a repetition of. the 
_ blunders which have proved so costly in the past. Economic history, 
like other branches of history, has the habit of repeating itself, and these 
-same troubles will as surely recur in the future if we will not learn from 
our experiences in the past. 


The Present Position: Facing the Facts 
The debacle of 1918 brought with it the total economic as well as the 
military collapse of Central Europe. It is on the recognition. of this fact 
that our present International Trade hinges, and ignorance of it on the 
part of our statesmen, whether blissful or otherwise, has certainly been 
one of the causes of the present slump in trade. That Germany ought 
and in justice must pay for the damage she has done there can be no two 
opinions about, but the subtle and delicate machinery of modern Inter- 
national Trade calls rather for a settlement by the diplomacy of the 
banker than through the power wielded by the soldier. 
The special conditions of International Trade have always demanded 
special knowledge, but the present “ mess ”—there is, unfortunately, 
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no other word for it—has shown us more than ever how necessary an 
expert knowledge of modern trade has become. I intend, therefore, 
in the course of these articles to deal from a practical standpoint with 
the principal features of International Trade, with special reference to 


the Continent which is now occupying such a prominent place in the 
world’s politics. 


Organisation: A Separate Export Department 
Essential * 


Commencing with the question of Organisation, it is an absolute 
necessity for any rising business which is engaged in the export of goods 
to have a separate Export Department under its own manager, and 
capable of development on its own initiative, without interference trom 
any other source. The whole atmosphere and arrangement of the place 
should be such as to give a visitor the impression that this is a separate 
unit of the business adapted to the practical needs and methods of its 
customers. 

The more important members of the staff, and especially the manager 
should, where possible, have a practical acquaintance (gained at first 
hand) with the methods and customs of the people with whom he has to 
deal, and should certainly have a good, if not perfect, knowledge of the 
principal languages of the area with which he has to deal. 

The element of personal acquaintanceship is very much under-rated 
here, but where it is based on the mind’s imagination of what the people 
and country are like instead of on a practical acquaintance with them, 
then the mutual business transactions are bound to be hampered in a 
greater or lesser degree for lack of that knowledge of the real conditions 
which prevail. 

Psychology also counts for a great deal. Where we as a nation are 
apt to be cold, and to camouflage our personality under a veil of austerity, 
the Continental merchant puts his vivacity and real self into his business 
relations, and expects it to be reciprocated in the same manner by us. This 
point is especially recognised by the Americans. 

The question of psychology also brings in its train the smaller, yet 
quite important, features such as stationery and correspondence, know- 
ledge of continental customs and business routine, and a host of other 
varied details, all of which I shall proceed to deal with in due course, 
as well as with the principles underlying the broader issues, such as 
continental salesmanship and finance. 


Vital Importance of Foreign Language Study 
With regard to the importance of languages, the experience of a 
friend of mine, a Frenclf wine merchant named Henri, serves to show 
the direct money value which a practical knowledge of them often brings. 
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Henri in his early days was on one of his visits to Moscow, and, together 
with his Russian agent, called on a big importer there whose custom 
he had so far unsuccessfully endeavoured to obtain. The Importer 
spoke no French, and Henri’s knowledge of Russian was scanty. But 
determined to know the reason for his continued ill-luck, Henri’ set to 
work to study Russian in earnest—a truly difficult task, as those who 
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have tried it well know—and on his next trip three months later spoke 
it sufficiently well to be understood. 

He thereupon called on the importer, unaccompanied by his agent, 
and the former, surprised to sée him alone, asked him the reason. “ Be- 
cause I want to sell you something this time,” answered Henri. 

“ Well, what class of goods do you deal in?” “ Don’t you know ? 
Didn’t my agent tell you ? ” 

“Oh, he babbled a lot about something or other,” replied the Russian, 
“but I’ve never bothered to listen to him. Jt is far too much bother 
doing business through an interpreter. But speaking to you direct is 
different. You speak Russian very well! Give me some particulars 
of your prices!” And Henri did! He had won his spurs. A big deal 
followed quickly on the heels of the trial order, and till the war stopped 
business he remained one of Henri’'s best and truest customers. 


Modern Language Teaching Methods Compared 

The moral is a simple one, and my readers may have experienced or 
heard of similar incidents, but they all illustrate the absolutely vital 
importance of a sound working—as distinct from theoretical—knowledge 
of foreign languages as an asset in our overseas trade, 

In this connection it is much to be regretted that the modern languages 
as at present taught in our Public Schools are in themselves of such small 
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practical value. The latter might well help our Foreign Trade—which = 
means our national prosperity—by devoting greater time to the oral — 
study of modern languages, at the expense of something more classical 
but infinitely less utilitarian. l 


What we can Learn from Holland 


A case in point is the excellent teaching in Modern Languages given 
in all the schools in Holland. I consider the Dutch some of the best 
linguists in the world. Their own language being difficult to learn and 
almost ignored by everybody except Dutchmen, they have set to work to 
instruct their children in English, French, and German, with the express _ 
object of enabling them to converse easily with the many travellers 
through their country. 

It must not be imagined that it is only the upper ten thousand to l 
whom this instruction is confined. Clerks, typists, policemen, railway 
porters, in fact, nearly everybody there speaks at least two other lan- 
guages ir addition to his own, The position of the country, and the fact 
that its trade is mainly a transit one, demand this knowledge. But 
when you lose your way, and a kindly policeman in excellent English 
puts you right again, it makes you think that we here at home have yet 
a great deal to learn ! 

And the Dutch, too, recognise the importance of personality and 
psychology. They seem to graft into themselves the individuality 
and temperament of the person with whom they are conversing. To 
an Englishman their manner is polished and gracious, to a Frenchman 
refined and friendly, to a German. correct and stately, and to their own 
people cold and phlegmatic. It isa habit acquired by years of cultivation, 
and is instilled into their minds from early childhood. 


Cause of Holland’s Trade Position 


The question will now be raised, “ How is it then that the Dutch are 
not supreme in the world’s commerce ?” The answer is a two-fold one, 
partly connected with their past history and partly with their attitude 
in other phases of commerce. In the first place they are a nation who 
were once commercially supreme, but whose system of laissez-faire, coupled 
with a mentality by nature cold and aloof, proved their undoing. Once 
Holland was Mistress of the Seas, and the Dutch fleet sailed up the Med- 
way and ravaged our land. In colonisation, too, Holland was a pioneer, 
and the Dutch East Indies constitute the greater part of their Motherland’s 
wealth. 

The greatest warning to us is, however, supplied in the second part 
of the answer to our question on Holland’s commercial supremacy. 
Two words will suffice for this answer. These are Speculation and Ca’ 
canny. It is much to be regretted that the Dutchmen of to-day are not 
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over-fond of work, and this is their greatest drawback to increasing 
prosperity. They prefer to sit in the cafés and discuss business instead 
of getting to work and doing it. They would rather study reports and 
rumours and the high art of speculation than earn their money by hard 
toil—as a critic has well put it, “ they ask too much and give too little.” 


A Warning to Labour and Capital 

Herein, then, lies the warning to us, both for Labour and Capital. 
Indifference to our Foreign Trade did not matter so much in the past. 
We were supreme in the World of Commerce. London was the centre 
of the Financial World. British goods were the favoured ones in the 
world’s emporium. Then‘came the era of German competition. Secretly 
and stealthily they set to work to outstrip us in the world’s markets, 
but we were blind and deaf to the danger, and preferred to live in a fool’s 
paradise of fancied security. Luckily for us our indifference proved our 
salvation. Blinded by over-confidence, the Teuton became openly 
aggressive and staked his all on the chance of war. His defeat, however, 
seems to have taught us nothing commercially. We are still oblivious 
to the fact that new powers like America and Japan are rising rapidly, 
and threaten to outbid us in the struggle for existence. 

To Win the Peace we must employ some of the methods by which we 
Won the War. As long as we under-rated our enemies’ strength and 
ability, our arms met with but indifferent success. But once we realised 
the seriousness of it all and started to study theiy methods and used common- 
sense and psychology (as for example in the matter of dropping leaflets) 
our luck immediately changed. This, too, is precisely the way to Win 
the Peace—by studying with the utmost care the ways and means by 
which our trade rivals have succeeded in their ventures, by noting what 
features have helped them along, and what have retarded them, by seeing 
their faults as well as their virtues. 


The Right Mental Attitude for Trade Expansion 


At the outset we must first of all get ourselves in the right frame of 
mind and approach the whole question in a spirit of conciliation and 
friendship. It is no use letting either our war-spirit or our national 
inclination to stand aloof—what the Elizabethans would have called 
our “ splendid isolation ’’—impede our actions. Our overseas trade has 
been our wealth in the past, and will continue to be so in the future. 
The whole world, in fact, may be regarded as one body, and each country 
as one of the limbs. Trouble in one limb will react on the other limbs, and 
will impair the efficiency of the whole body. A commercial shock in one 
part of the world cannot but be felt in some adverse way in another 
part. Whether we like it or not the interdependency is there, and will 
remain there. 
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Therefore, we should put our commercial house in order by treating 
the foreign merchant as a friend and partner in our national prosperity, 
not as a person whose sole object in life is to swindle and cheat us, but 
as one who also is keen on getting his share of the spoils just the same 
as we are. Let us put ourselves in Ass position and calmly review the 
situation from Ats standpoint, through hts eyes, and by means of hts 
mentality. This will make the position clear to us at once. 


Foreign Standards of Commercial Integrity 

We must not expect to find there quite the same standard of probity 
and integrity as we would in our own fellow-countrymen. Nor will we 
find the same cold reasoning and unbiased judgment which we would 
expect to find here, for both the climate and conditions of life are entirely 
different from our own. The importance of climate on the ability of 
the mind and body is greatly under-estimated, and in my opinion should 
be one of the prime factors to be taken into consideration in gauging a 
person’s mentality. 

For example, most of our cold austerity and aloofness can be put 
down to our damp and foggy climate, which is apt to chill our bones, 
and at times cramp our energy. Against this, one can put the mild and 
warm climate of parts of America; but, on the other hand, the still 
warmer climate of Spain and Italy reacts on the body and saps up the 
inclination to work. 

Speaking of America, there is not the slightest doubt that the con- 
glomeration of races which forms the population of the United States 
is in the main responsible for its success in business. The broad sympathy 
which the fusion of many races into one (e pluribus unum) brings in its 
train is visible in the quick way in which America reopened trade relations 
with Central Europe. Barely was the ink dry on the conclusion of the 
Armistice, when scores of travellers came to Europe to pick up the trade 
which our war-fever would not allow us to touch—until it was well-nigh 
gone. 

But I think we have learnt our lesson from the present trade slump. 
If so, it has not proved in vain, but has come to us as a blessing in disguise, 
and the spirit of business conciliation it brings in its train—signs of which 
even now are not lacking—will prove the harbinger of a new era in World 
Politics. 





A thoughtful contribution discussing the true purposes of the House Organ, how i should 
develop corporate life, and be a link between the management and the staff. 





House Organs 


By Jonn Las, M.A., M.Com. 
The Function of the House Organ 


ghee history of periodical literature is full of strange developments, 
but it is extraordinary that it is only within recent years that the 
true purpose of periodical literature has become evident, and that in a 
way which has been unobserved by the great mass of the public. At 
one time we have believed that the only purpose of a periodical journal is 
to be a gossip on a grand scale, to tell us the latest news and keep us 
“informed,” as the word is. At another time we are led to gather that 
there is a secondary purpose, and that is to form public opinion. This 
is done at one time by means of the leading article, a little pompous and 
dictatorial, perhaps, but; as Mr. Spender said, all the more authoritative 
by reason of its anonymity. In continental countries this anonymity 
is not observed, and signed articles are the rule, and these carry weight 
only according to the personality of the writer. Naturally enough not 
all these signed articles are intended to carry weight. Some of them, 
as Vanity Fatr used to claim, are like the racks in railway carriages and 
“ only intended for light articles.” Now if we are in search of a definition 
of the true use of periodical literature, we shall find it not in its value in 
the dissemination of enlightenment or of propaganda or of advertisements, 
but in it recognition of the corporateness of human life. As a matter of 
fact, in itself, civilisation has not emphasised this corporateness. In an 
Indian village one will find the local gossip and the local story-teller an 
extraordinarily efficient and rapid means of conveying news from point 
to point. In fact, I know that the news of the fall of Port Arthur had 
crossed the continent of Asia and reached a village at the foot of the 
Himalayas two days before it reached the neighbouring town by telegraph. 
In these conditions life is astonishingly close in its corporateness. On 
the other hand, large masses of population living under civilised and 
industrial conditions have little opportunity for this corporateness. 
The daily newspaper has its function in making good this deficiency, 
and the occasional magazine takes the place of the story-teller. But I 
am firmly convinced that the House Organ has a real part to play. It 
is a journal published periodically either by an industrial firm or jointly 
by the firm and its employees to disseminate information which will be 
of interest and of value. By this means it fulfils, as I would claim, the 
true object of periodical literature in that it fosters closer corporateness 
of life. There are thousands of men and womén closely associated day by 
day in a particular enterprise. They have no interchange of opinion or 
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of items of interest in respect of their day by day calling. They have 
lost the intimacy of the small community. They realise that they have 
lost it, and this is more frequently the occasion of discontent than many 
of us suppose. The employer or the manager cannot speak to them all, 
and so the House Organ has come into being to form an intimate link 
both between the members of the staff and between the management 
and the staff. 


Various Classes of House Organs 

I have before me a large pile of these periodicals. They are all sorts 
and sizes. Some are gorgeously illustrated; some are severely plain. 
Some make a special feature of articles on Management and Efficiency ; 
others take a more modest line and chronicle the small beer only. Some 
make a special feature of emphasising corporateness, with photographs 
of sections of the staff: others are just goody-goody, genial preachments 
to the staff. Some set out to encourage pride of craft, with articles on 
the actual work of the factory, and direct injunctions to sections of the 
staff, and these are usually printed in very attractive type on fine paper : 
others are not written for the staff at all, but are the sheerest camouflage 
for an advertisement to the public. Some are part of welfare supervision 
and are rich with accounts of baths and of football and of silver cups, 
others leave all this on one side, and enlighten the staff on details of the 
material progress of the industry itself. Now I can see that something 
is to be said for each class, and also that it is exceedingly difficult to com- 
bine different ideals. The American specimens are amazing. They 
guess at forthcoming marriages of members of the staff in a way which 
renders village gossip a harmless amusement in comparison. They deal 
with such things as “ Hiram Jones is building a new verandah, with 
fancy trellis-work,”” “ J. C. Culver’s son is going to try for an entrance 
prize to Cornell. He is a smart boy, and we hope he will get it,” “The 
church choir looked well on Thanksgiving Sunday in “their new hats,” 
“There is a little excitement in the typewriting department. Maud 
knows, but she will not say.” That is certainly not the way to do it. 
At the same time it is an effort to emphasise corporate interest, though 
perhaps it might be made in a more considerate fashion. 


The Central Aim 

The central aim of a house organ should be to look at the world from 
the point of view of the industry. It will require an editor of very special 
ability, but he must not press forward too directly to his ideals. One of 
the best house organs I have ever seen comes to me from the north-east 
of England. It contains an admirable survey of the world, in respect to 
society and industry and eeonomics. It gives references to works in the 
library. But the editor is exceptional, and if his magazine is widely read 
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in the industry it is not too much to say that the industry is outstanding, 
and that all its staff will soon be qualified to be managers. I confess 
I should like to see a little more lightness of touch in it. I should like to 
feel that sport was not beneath its dignity, and that there were some 
aspects of the local industry on which members of the staff might be 
attracted to write. On the other hand, I have here the monthly house 
organ of a printing firm. It is a glorious thing, illustrated in colour, 
with contributions of a literary kind on the Printer’s Pte level, and all 
having a professional air. I would prefer something homelier. In fact, 
I think the house organ ought to be homely. Let it include all it can of 
serious articles, but after all if it is to conserve corporate life it must be 
corporate in its production, the work of the staff themselves. 


The Parish Paper Model 


I edited a parish paper for years. It was a pleasing experience. It 
taught one that there is no pleasing everyone, and that is a lesson which 
is of great value. But I found that there were far more in the parish 
who had something interesting to say than any of us believed. Now 
there is a good deal to learn from parish papers. Of course, lofty London 
papers smile at them, but a truly local parish paper—without any inset— 
does set out to conserve the corporateness of life in a special way. It 
has its momentous mission which does not ignore the value of what the 
world might think are small things, the tea party, the prize distribution, 
the field day, the churchwarden’s cough, and the broken gate to the 
glebe field. It does not forget eternal values in touching upon these 
lesser themes. It succeeds better where there is an editor who is not the 
parson, though, of course, he is in close touch with the parson. Now, 
one can learn from this that there is a possibility of including more aspects 
than one in a house organ. I would venture to suggest that for a really 
living house organ, destined to accomplish the work which I have indicated, 
it is better that the editor should be rather a subordinate member of the 
staff. I would not employ him solely as editor. I am sure that is a 
mistake. Keep him closely in touch with all the events which are 
happening ; make him approachable ; let everyone see that he is always 
impressionable to their suggestion. Then he can attend to the corporate - 
side of the work. Just as he is approachable on that side, so the managers 
can influence him also. They will expect some articles dealing with 
efficiency or with management, and it is for them to see that the editor 
realises that need. 


The Serious Side—a Suggestion 
I am not at all sure if there is not an opening for a centralised supply 
of what I would regard as the serious matter for these house organs. 
With two very striking exceptions, and both of them the cases of highly 
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organized industries, the attempts at serious articles in house organs 
are very feeble. I should like the publishers of this magazine to prepare 
ten or twelve pages a month for “inset ” purposes, keeping them strictly 
for specialised contributions to the study of industrial problems. These 
articles need not be from one side only of modern discussions. They 
could be just as catholic in their outlook as this magazine. They might 
include brief synopses of the newer books which will find their way 
into the library of the industry or the local free library—not reviews, or 
criticisms, but outlines of contents or contentions. J am sure there are 
hundreds of industries ready to welcome such a nucleus for a house 
organ, and anything of the nature of gossip, or stories, or pictures they 
should supply themselves, and the matter added locally might then be 
of the cheerful gossip type, and there need be no clashing between the 
features. Obviously, an editor capable of editing weighty contributions 
of the kind which would form the “ inset ” is not to be found for every 
industry, while it would be all to the good to have one of the subordinate 
officials editing the social side of the paper, including the serial story if 
there is one, gathering the photographs, and keeping up the personal 
interest. There would be room always for articles from the heads of 
the firm describing progress and taking the staff as far as they possibly 
can into administrative confidence. By these means the issue of a house 
organ might be facilitated. As it stands to-day it is only the very largest 
industries which can afford what seems to be a luxury, and it is exceed- 
ingly few, even of the largest industries, which do it in a way to attract 
the respect of the serious thinker among the workpeople. By the means 
which I have suggested above, hundreds of other industries would be 
able to supply a monthly journal to their staffs, and feel that they were 
encouraging both deliberate thought and closer intimacy of corporate 
life in the industry itself. Of course, no one desires that these house 
organs which are now published on such a high level of excellence and 
cater for thought and study as well as intimacy should cease their exis- 
tence. There is room for a rich variety. But in particular, I think, there 
is a way in which very many firms which as yet have not attempted a 
house organ might be encouraged to do so. It might have a wide influ- 
ence for good on industry at large thus to combine for the production of 
an “inset” capable of association with local matter of a richly varied 


type. 





The Gentle Hint 


é I CONSIDER it to be the Business Magazine of the day, and have strongly 
recommended it to my friends in the business world,” writes a well-known 
sales manager, of Business Organisation and Management. 
Your friend will be interested in it. We shall be pleased to send him a specimen 
copy if you will kindly give us his name and address. Send ‘the postcard now. 
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A critical examination by a distinguished French contributor of the Taylor principle of 
Functional Foremanship, from the point of view of management! efficiency. 


A 


Industral Democracy and the 
Taylor System 


By OLIVER-QGILBERT Leroy, LL.D. 
Agrégé de V Université 

[It is good also... that the novelty, though it be not rejected, yet be held 
for a suspect: and, as the Scripture saith, “ That we make a stand upon the 
ancient way, and then look about us, and discover what is the straight and right 
way, and so to walk in it.”—-(Bacon, of Innovattons.)] 

QC of Taylor’s claims is that his system institutes democracy in 

industry. In the old system, he says, the workman was submitted 
to the law of man, immediately represented by the foreman. Now, the 
workman is freed from arbitrary authority by the application of the 
Taylor System at large and particularly by the creation of functional 
foremanship. That is, a series of specialised functionaries are sub- 
stituted for the old-fashioned foreman. Now the orders, or rather the 
directions, of these expert foremen being but the expression of facts, 
of results of accurate experience gained in the laboratory, or at least of 
exactly recorded and systematised observations, the workman does 
not obey man any longer but Law. What was called the “rule of 
force and opinion ” is at last dethroned, and reigns over all “ the govern- 
ment of fact andlaw”’; or, again, “in democratised industry ” we have 
instituted “the joint obedience of employers to fact and law for 
obedience to personal authority.” 

These are sweeping assertions and the question is of such moment 
` for the welfare and the peace of the world that it is worth a close scrutiny 
on our part. 

Let us examine the following points— 

(1) Is functional foremanship bound to substitute the authority of 
fact and law for the former personal authority of the ordinary foreman ? 

(2) Is it actually desirable to install in industry the full system of 
functional foremanship and substitute it for the old military order ? 

(3) Has the system advocated by Taylor been actually installed in 
many factories and has it worked satisfactorily ? 

(4) Did Taylor really care for industrial democracy as he claimed 
he did ? 


(1) Functional Foremanship and Industrial Democracy 

Without going so far as the representatives of the American trade 

unions who declared that “ Scientific management is opposed to 

industrial democracy, is a reversion to industritl autocracy. It forces 

the workers to depend upon the employers’ conception of fairness and. 
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limits the democratic safeguard of the workers,” we may safely assume 
that the substitution of the new specialised foreman for the old-fashioned 
one is no guarantee that personal and arbitrary authority will have to 
yield to the authority of “fact and law.” Indeed there is no reason 
why this particular trait of the Taylor system should bring about in the 
shop anything like democracy.;° The redistribution of authority and 
duties belonging to the old-fashioned foreman will not necessarily result 
in a democratic régime—witness the absolutism of the Venetian Decem- 
virate—and it may also mean anarchy. One does not see why the 
gang-boss, the speed-boss, the inspector and the repair-boss could not 
be unjust and tyrannical towards the workman exactly as the all-round 
boss of old could be. And even granting that this plurality of command 
entails more justice and freedom to the workman, the directions that 
these various bosses are called upon to enforce may be grounded on an 
authoritative and arbitrary conception of these Jaws and facts that are 
to create in the workshop an era of fairness unknown before. A law 
has no practical existence apart from the formula in which it is embodied 
and it has to be formulated by a human mind; and no more does a fact 
exist independently from the observer. A tremendous amount of factors 
are liable to alter, for instance, the process of time study, or motion 
study, etc., and it matters little whether the speed of the worker be 
regulated by the old time foreman or one of the expert functional ones, 
so long as the standard set up by the time study man is vitiated by one 
or several of the perturbing factors that may give to time study or any 
other similar operation quite an unscientific character. As Mr. Emerson 
very aptly observed in this respect, ‘‘ Mathematics may be used to defraud 
a man as well as to add up pay rolls correctly.” 


(2) Is Functional Foremanship Desirable ? 


So, it is a serious matter of doubt whether functional foremanship is an 
efficient means of freeing the workman from the dire bond of*the law of 
man. 

Now even if it were so, the desirability of it might just as well be 
called in question for we should distinguish two separate notions in this 
scheme of functional foremansbip, one of which may be regarded as very 
dangerous and unsound— 


(a) The necessity of setting up a staff of experts to train the 
worker, to give him advice and supervise the work ;' 

(b) the negation of the principle of unity of command. i 
In (a) Taylor’s conception appears most logical and wise and no 
expert will ever deny that the help of his staff of specialised foremen 
will be quite welcomed ‘by the management of any important industrial 
concern. A French mining engineer of great experience and talent, 
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Monsieur Henry Fayol, could write in his remarkable book Adm#nis- 
tration Industrielle et Générale, that in his opinion “ Taylor rendered a 
signal service by calling attention to this all-important organ (the 
functional foreman) and the way of setting it going.” 

But in (b) Taylor’s theory entails the breaking up of unity of command 
represented by what the American engineer condemned, perhaps some- 
what summarily, under the name of “ military type of organisation.” 

Now the principle of unity of command has always been considered 
as an axiom of healthy organisation both military and industrial, and 
the same Monsieur Fayol candidly declares in the above quoted book 
that he cannot make out how Taylor could manage to run a factory 
on the basis of plurality of command involved by functional foremanship. 
“I suppose,” he says, “that in daily practice, Taylor knew how to 
conciliate the application of his own system with the principle of unity 
of command. Such an achievement involves a great amount of 
ingenuity. Undoubtedly Taylor’s abilities were equal to this task ; 
but I think it dangerous to spread the notion that the principle of unity 
of command is unimportant and can be violated with impunity. Let 
us care‘ully keep, till further notice, the old type of organisation where 
unity of command prevails. It can agree very well indeed with the 
functional foremanship advocated by Taylor.” 


(3) Has the System of Functional Foremanship been 
actually carried out in many Factories ? 

We have seen above what suspicion was aroused in a man of long 
industrial experience by the system of functional foremanship—if 
thoroughly carried out, that is involving redistribution of duties and 
authority among several foremen. If we examine facts themselves we 
can see that most directors of industrial concerns, even in America, 
the Canaan of Scientific Management, and even in factories organised 
on Taylor’s principles, have warily avoided following Taylor on this 
dangerous ground. “ Relatively few of the scientific management 
shops employ the full system of functional foremanship as outlined by 
Mr. Taylor,” writes Mr. Robert Franklin Hoxie, Professor of Political 
Economy in the University of Chicago, special investigator of scientific 
management for the U.S. Commission on Industrial Relations, who, 
in 1915, visited thirty-five shops among the most important in the U.S. 
where scientific management was in practice, and he adds: “Some 
have never seriously attempted its installation. Others have installed 
it and later returned in full or in part to the old military order. In 
probably a majority of the shops the old time foreman has not been 
entirely dethroned, but some of his duties have usually been lopped off 
and assigned to other functionaries. The extent of this redistribution 
of duties and the amount of authority thus taken from the department 
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foreman vary greatly. Often the new officials perform merely or mainly 
delegated duties, the old time foreman retaining practically all or a great 
part of his former directive and arbitrary authority. This seems to be the 
case particularly where labour is directly concerned. Other persons 
` may be employed to deal with details of hiring, discipline and discharge, 
but the old time foreman, even so, not infrequently retains and exercises 
much of his former power in connection with these matters. The logical 
distribution of duties according to the Taylor scheme seems more capable 
of practical fulfilment than the distribution of authority.1 But in neither 
respect does scientific management in practice generally attain or 
approach with any degree of uniformity to the Taylor ideal.” 

So Monsieur Henry Fayol’s doubts were far from being imaginary, 
and they have been shared by many an industrial manager on the other 
side of the Atlantic, where “ the old military order’ with its keystone, 
unity of command, has to prevail as anywhere else. 


(4) Did Taylor actually care for Industrial Democracy 
as he claimed he did ? 


The claim that Scientific Management in general and functional 
foremanship in particular bring about industrial democracy in the 
workshop is not so far vindicated; it has been denied by workmen 
and questioned by men of sober judgment and considerable experience, 
and the study of concrete organisations shows that the scheme of 
functional foremanship has scarcely ever been carried out in practice. 

Now another question not in strict connection with this problem 
and of more theoretical interest but capable of throwing some useful 
light over Taylor’s system as a whole may be raised here: did Taylor 
actually care for what he called industrial democracy ? 

What we know of the American engineer does not speak in favour 
of the affirmative. I am inclined to think that industrial democracy 
as a consequence of his method of management never occurred to Taylor 
until he attempted to unite his rules of management into a sort of 
philosophy of modern industry, and make it consistent with the political 
tenets of his time. 

And how should he have ? 

Taylor, let us not forget it, had to deal, when he gained his first 
experience, at the Midvale Steel Company, with a very low grade of 
labour, partly consisting of illiterate immigrants, for whom, he says 
himself “ the word percentage has no meaning ”; and the workman 
Schmidt, the pig-iron handler whom he introduces to us in bis Principles 
of Scientific Manages has an intellect scarcely superior to a 
Hottentot’s. 


1 The italics are mine 
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Furthermore, we cannot help recollecting. in the same respect the 
answer of the then young gang-boss when he was threatened by one of 
the workmen to be thrown over the fence, “ if he tried to break the rates.” 
“ The writer told them plainly,” says Taylor in the same work, “ that he 
was now working on the side of the management and that he proposed ` 
to do whatever he could to get a fair day’s work out of the lathes. ... 
The writer used every expedient to make them do a fair day’s work, 
such as discharging or lowering the wages of the more stubborn men 
who refused to make any improvement.” 

As a matter of fact Taylor kept “ working on the side of the manage- 
ment,” and in this he is not to be blamed, for intelligently working for 
the management agrees quite well with working for the workmen too. 
There is no necessary discrepancy between the two. J have merely 
reminded the reader of instances capable of showing that with Taylor 
this care for industrial democracy might seem something apparently 
veneered upon the real stuff of the system. One has the impression 
of an ornament superadded to the primitive structure purely utilitarian 
in its purposes. f f 

It even seems that Taylor was practically, and possibly without his 
knowing it, a believer in personal authority, in the influence of man over 
man and in this much reviled military order. And he should be praised 
for it; but he was. led astray by the formulating of his methods into a 
systematised body of do:trine. 

Now, observe that even from a doctrinal point of view his ideal of 
driving away personal authority from the workshop is very questionable. 
Personal authority may be a curse when wielded with tyranny and 
injustice—and a$ we have seen, it may work its evil under the mask of 
science and system as well as in empiricism—but on the other hand it 
very often results in personal attachment and in a spirit of sacrifice that 
may go far to make work efficient and pleasant. Has not Ruskin, who 
had another insight into human nature than the ex-gang-boss of the 
Midvale Steel Company, said that “ to obey another man, to labour for 
him, yield reverence to him or to his place is not slavery,” and is even 
sometimes “‘ the best kind of liberty.” 


Conclusion: The Crucial Distinction 

The practical conclusion of the preceding remarks is this: the redis- 
tribution of the duties formerly invested in the old-fashioned foreman 
among a series of expert foremen called functional or anything else 
seems a very happy notion, and quite likely to lighten the burden bearing 
so heavily upon the shoulders of the management in big modern industrial 
concerns. It is a logical and natural applicatipn of the principle of the 
division of labour ; it is capable of being beneficial to- both workmen 
and employers in bringing about bigger wages, less trouble, better work 
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and larger output. But a sharp distinction should be drawn between the 
redistribution of Authority and that of Duties. If division of labour is 
a very respectable principle of modern work the great rule of unity of 
command is none the less imperative and it cannot be disregarded in the 
workshop any more than in the army. The care of maintaining 
discipline should be invested in one person in the new as in the old 
system. 

As we have seen, men who are in close touch with reality have been 
perfectly alive to this important fact and everywhere “ the old time 
foreman .. . retains and exercises much of his former power ” and those 
who attempted to install in their plants the Taylor scheme in its 
thoroughness have sooner or later returned to the “ old military order.” 

This is an actual lesson of “facts and law” and we should be 
unscientific in the last degree if we did not avail ourselves of it. 





How Low Output helps Foreign Competition 


N the course of his speech at the annual meeting of Metropolitan-Vickers, Ltd., 
Mr. J. Annan Bryce, chairman of the Company, drew attention to the serious 
difficulty of maintaining our export trade under present conditions. He declared : 
“In America the production per man in almost all the great industries is about 
thrice as great as with us, and so though the workman has high wages, and a possibly 
higher standard of life, the cost of production is lower than ours. The present 
coal crisis is caused by America underselling us in every continental country, ın 
spite of the handicaps of a much longer haul to the port of shipment, 3,000 miles 
extra by sea, and 20 per cent in exchange. She can undersell us because her colliers 
produce three times as much coal per man as the British collier. 

“ Then there is Germany, where unskilled labour gets 14s. to 17s. per week, skilled 
labour gets 35s. to 42s. per week, and with a 10-hour day. The German exporter 
is favoured by a very low exchange, and so in almost every article for which he need 
not import the raw material he can undersell us by 50 per cent and make profits 
up to 50 per cent. A few months ago an English concern had to place a large order 
for constructional steel. The lowest British tender was one million pounds. A 
German firm of repute tendered at £550,000, and got the order. Here in England, 
as long as the recent legislation imposing a 50 per cent reparation duty is in force, 
there will be little imported from Germany, but the competition from it will have 
to be met everywhere except in France, the only other country which has imposed 
similar legislation. In Belgium and France also exports are favoured by a low 
exchange, and their labour, especially in Belgium, is working much harder than 
ours. Unless, therefore, Britain can reduce its costs by an increase in output and 
greater efficiency and economy in every direction, the outlook for its exports, on 
which hitherto the prosperity of the country has principally depended, is dark. 
Especially dark is it so long as the continental countries remain impoverished. If 
they keep poor they cannot buy from us.” 
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“ A director is in a measure a trustee for the shareholders . . . the position of a trustee 
is rather an anxious one under the law.” 


Errors by Company Directors 


By DonaLtp MacKay, B.L., Solicitor, GLASGOW 


Wis the best of care mistakes will sometimes happen. Such 
mistakes may be of a very serious kind. They may not be simple 
arithmetical blunders or comparatively trivial lapses, but serious mistakes 
of principle and policy. Especially is there room for this occurring in 
the region of company practice and particularly as concerns directors 
of companies. There are many matters which a director has to accept 
on trust. He has, for instance, to depend largely on the secretary for 
administration, on his manager for the conduct of the business, on his 
solicitor for being kept right as to the legal position under contracts, the 
arrangement of leases, purchases of property, etc., and on his accountants 
and auditors for a true account of the affairs of the concern. 

Now a director is in a measure a trustee for the shareholders and is 
legally recognised as occupying that category. The position of a trustee 
is rather an anxious one under the law. The law is vigilant in regard to 
protecting the rights of beneficiaries, and while this is properly the case 
in regard to a private trust, one can easily see that it might be the cause 
of very serious hardship on a director were he subjected in every respect 
to the careful scrutiny with which the actions of a trustee are viewed. 

It is therefore provided—and on consideration we think our readers 
will agree properly and wisely provided—by the Companies Act (Section 
279, Consolidation Act, 1908), that “if in any proceeding against a 
director, or person occupying the position of director, of a company for 
negligence or breach of trust it appears to the court hearing the case 
that the director or person concerned is or may be liable in respect of 
negligence or breach of trust, but has acted honestly and reasonably, and 
ought fairly to be excused for the negligence or breach of trust, that court 
may relieve him, either wholly or partly, from his liability on such terms 
as the court may think proper.” 


An Interesting Recent Decision 

This section has lately been the subject of a very interesting decision 
in ve Claridges Patent Asphalte Co., Lid., 1921, W.N. 99. That was an 
application by the liquidator of the company to have it declared that a 
certain investment which had been made by a director of the company 
was ulira vires of the constitution of the company and was therefore a 
misfeasance or misapplication of the company’s funds, and that the 
director in question was liable to repay it with interest. In defence the 
director relied on the section we have quoted, but the liquidator con- 
tended that that section had no application to cases where the acts 
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complained of were ultra vires the company ; however bona fide the 
directors acted, he argued, if they did not keep within the four 
corners of their powers as contained in the memorandum and articles of 
the company they could not plead the protection of the section. 

Mr. Justice Astbury did not give effect to this restrictive construction. 
All ultra vires applications of funds were, he pointed out, breaches of 
trust. The language of Section 279 was perfectly wide and general, 
and there was no reason to limit it to breaches of trust that were not 
ulira vives the company. It clearly included all ultra vives transactions. 
He pointed out further that the action complained of by the liquidator 
was at most an error of judgment. The defendant honestly desired 
to act in the best interests of the company and took legal advice and 
acted on it, not for his own benefit, but for the benefit of the shareholders 
asa whole. It was clearly a case for relief under Section 279. 

In a proper case, where due care and bona fides has been exercised, 
we do not think objection can be made to a director obtaining relief under 
Section 279. On the other hand, where reckless ventures are indulged 
in and a director cannot make out a case of due care and observance of 
his trust, a liquidator is quite right to press a case against him and to 
throw on the director the onus of showing that in spending the company’s 
money he was properly considerate of the interests of the shareholders 
which he had in his charge ; that is to say, that in the words of the section 
referred to, he acted honestly and reasonably. 





“Pay Day Talks ” 


s coe the Greatest Problem of Industry ” is the title of an attractive 

little brochure issued by the Industrial Publicity Bureau (Director, Mr. 
Lewis E. Dickins, 11 Archer Street, Cardiff) in explanation of the “ P.D.T.” 
Scheme of educative propaganda among the workers. By means of simply- 
‘worded folders which are slipped into the workers’ pay envelopes each week, it 1s 
sought to bring about a better understanding between employers and their men, 
and to counteract the extremist propaganda of those who are avowedly seeking 
to change the present social order. The object of the “ Talks” is to con- 
vince the worker that the interests of employer and employed are identical; and 
although the scheme has been in existence only about three months or so, many 
large undertakings have adopted it with much appreciation. 
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“ This is the question which overshadows all other questions, and unless it is solved 
within the newt few years the civilisation we know will pase away.” 





The World Trade Crisis 


Facing the Facts 


By “ INDUSTRIA ” 










This notable article, contributed by a high economic authority, who prefers 
that it shall appear anonymously, sets forth in plain language for the benefit of the 
ordinary business man the true inwardness of the present economic situation. It 
is the more impressive because sensational language has been scrupulously avoided. 
The facts are startling enough in themselves. The writer shows that not merely 
the present industrial system, but civilization itself, as we know it, is in peri. A 
lucid explanation of the amazing collapse in the European exchanges is followed 
by an analysis of the even more disturbing factors in the international situation 
which have since become manifest. 











I. Why the Rates of Exchange have Collapsed 


A there is a great deal of loose talking about the cause of the collapse 
in the rates of exchange, it seems desirable to give briefly the great 
economic causes which have brought about the present disastrous state 
of affairs. 

First let us consider what is meant by the par of exchange. It is the 
common basis of value between two countries, and measured by the 
amount of gold in the coins of the respective countries. Thus one gold 
sovereign contained as much gold as 4-8665 dollars, and if you walked 
into the Assay Office in New York and gave them a sovereign the officials 
were bound by law to hand you $4-8665. Of course, it is true that there 
is no actual gold coin in the United States of a lower value than 10 dollars, 
but when working in considerable sums this did not matter. The figure 
of 4-8665 is arrived at by a simple sum in proportion, and this definition 
holds for all countries using a gold standard. China, Hong-Kong, 
and, until recently, India, used a silver basis for their coinage, and there 
is therefore no par of exchange, but the coins contained a definite weight 
of silver, and as the price of silver varies continually, by which is meant 
the weight of silver one can buy for a golden sovereign, it naturally follows 
that in these countries the Value of their currencies, i.e. their rate of 
exchange, varies with the price of silver. 

When we say that the French rate is 54-50, we mean that it takes 
54-50 francs to buy an English £1. To realise what the depreciated and 
fluctuating rates of exchange mean, we must understand the true position 
in 1913. In that year our industrial system appeared to be unassailable, 
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and, except for a few socialistic extremists, hardly anyone believed it 
was possible to overthrow it. Even the ordinary socialist aimed at 
capturing that system and controlling it in the interests of the workers, 
and not at destroying it. The most important exception to this rule 
were the Russian Nihilists, whose complete success in Russia is one of 
the greatest tragedies of the twentieth century. 


A Dip into Economic History 


Industry was organised on what was known as the Factory System, 
which replaced the Domestic System during the closing years of the 
eighteenth century. Before that-period industry was carried on on the 
lines of craftsmen working in their own homes, producing goods by simple 
hand machinery, such as the ‘spinning-wheel, and selling the yarn thus 
produced to other craftsmen, who dyed it or made it up into goods. The 
essential factor was that each man was his own master, profited by the 
results of his own industry, and suffered for his own laziness; but the 
invention of machinery, particularly the application of power in the form 
of steam, altered the whole system. Anew factor appeared—the capitalist. 
He collected the craftsmen into one building called the Factory, which 
he filled with machinery, thereby enabling far larger quantities of goods 
to be produced. He also bought the raw materials and in his factory 
the former craftsmen became merely hired servants, liable to dismissal 
by their master and gaining no direct benefit if they worked above the 
average. Henceforward there were two parties in industry often in 
conflict—Capital and Labour. Many bitter, and indeed, justified, 
attacks, have been made upon the inhumanity of the new system, par- 
ticularly in its earlier years. The term “wages slave” had a real 
significance in the opening quarter of the nineteenth century, but it must 
be acknowledged by every historian and economist that it caused an 
enormous growth in the population and an increase in the material 
prosperity throughout the nation. One can argue that the modern 
worker is neither so healthy, nor so happy, as the domestic weaver in 
1700, but one cannot say that he has not considerably more of the ameni- 
ties of life. Indeed, he possesses advantages which even the great barons 
did not possess. For example—water laid on, gas or electric light in 
his house, trams to take him to his work, and a thousand other modern 
conveniences. ; 

The outstanding result of the system was the fact that the population 
which, in 1750, was barely 8,000,000, in 1913 stood at over 41,000,000, 
excluding Ireland, and this growth occurred despite the fact that we had 
had numerous wars and sent millions to settle overseas. On the Con- 
tinent, since 1815, the samne process has gone on, and, excluding Russia, 
we can say that the Continent and Great Britain have become great 
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industrial areas, supporting a population out of all proportion to their 
natural resources. 





How Life was Organised in Pre-War Europe 

In plain English, not only did Europe not produce enough food to 
feed itself, but it was also dependent on extra European countries for 
large quantities of raw materials. To obtain these essentials Europe 
exported large quantities of manufactured goods to every part of the 
earth, but even these were not sufficient to balance her imports, and the 
method by which she lived may be sub-divided as follows— 

(1) With the raw materials bought in 1912, she made finished products 
and sent them overseas in exchange for the raw materials, etc. The raw 
materials she would make up during 1913 into finished articles which 
she would export in 1914 in order to buy raw materials and food for the 
next year. The finished products were more valuable than the raw 
materials from which they were made, owing to the skill and labour 
put into them by her people, and on this difference Europe lives. 

(2) But since every important European State, excluding Russia, 
imported much more than she exported, she had to pay for this difference 
in various ways. Thus, gradually, a part of the difference between the 
value of the raw materials and the manufactures had been saved and this 
capital invested either in developing home industries or overseas in 
railways, plantations, mines, etc. These undertakings earned interest 
and therefore the capital was invested in the true economic sense of the 
word and helped to create more work. Thus, even those who borrowed 
the capital benefited, being able not only to make their own living but 
also to pay large sums as interest to the European shareholders. This 
interest really came in the form of goods, chiefly food and raw materials. 

(3) Over and above this, Europe rendered services to people overseas. 
For example, British and Continental vessels carried American goods, 
and might even take them from America and sell them to China without 
bringing them to Europe at all. The bankers and insurance companies 
were other groups which rendered considerable service to the raw material 
countries, and naturally were paid for doing so. It must be borne in 
mind that though each particular merchant or shipping company received 
its commission or freights in cash, in reality they were paid for in foreign 
goods, such as food or raw materials consumed in Europe. 

This was the industrial position in 1913, and it had grown up so gradu- 
ally that no one realised its complexity. Little by little, a rolling fund, 
as it were, had been obtained, which formed the floating capital of Europe 
and there was never a break in the system. Each year Europe possessed 
sufficient goods, or credit abroad for services rendered, to buy the food 
and raw material needed next year. To-day ‘this essential part of the 
system has vanished as a result of the War. 
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The Meaning of Exchange 


Before considering this side of the matter it will be as well to state 
exactly what is meant by exchange. To take a simple case—“ A ” 
exports goods to England; he wants to be paid in francs. The British 
importer must buy these francs with British sterling. The par rate of 
exchange has already been explained, and if there is also another French- 
man “C,” who, having bought British goods, has to pay another 
Englishman “ D” in pounds, the process is simple. The francs of 
“A” are transferred to “C,” and the pounds of “B” to “D.” 
This process was carried out by the bank, and the way “A” got his 
francs is because “ B” buys from the bank, which receives them from 
“C,” who has had to buy sterling to pay “ D.” This is a simple example 
of how the system works in normal times, though in reality there was 
often a perfect chain of currencies involved, but the same principle 
dominated each. It must always be remembered that money is merely 
a medium of exchange, and although in 1913 it consisted mainly of gold 
and silver which had a commodity value, yet that value was only for a 
luxury article. If too much coin was issued, it could be melted down and 
used in the fine arts. Nevertheless, for even that there is only a limited 
demand, and it is interesting to note that the steady rise in the price of 
goods during the last few years in the nineteenth century was largely 
due to the increasing supplies of bullion brought from the earth and put 
into circulation. In mediaeval days 4d. to 6d. a day was a good wage 
for a skilled man, for money was scarce and therefore bought large quanti- 
ties of goods. The real advantage of the gold currency was that there 
was an automatic check on over issue. So long as a sovereign cost the 
British Government 20s. to issue‘there was no temptation to the Govern- 
ment to issue too many sovereigns, and if they made a mistake it could 
at once be converted into bullion which could be sold like any other 
commodity. If, however, you substitute paper money for gold, the 
Government is tempted to issue more so as to pay its debts, but it has 
no intrinsic value; in other words, in itself a 100-franc note is not as 
valuable to an American as a piece of note paper, for, unlike a sovereign, 
he cannot turn it into jewellery, and he only takes it because he wants to 
exchange it for French goods. If, for any reason, a country can send 
nothing abroad, its paper is valueless to other countries. On the other 
hand, if it has plenty of goods to send and plenty of foreign buyers, its 
paper money may rise to any figure. But as soon as its unit rises above 
par, its products begin to cost the foreigner too much and he looks round 
for another supplier. In short, when too many people are bidding for 
dollars, they rise above par and the wise importer turns to another 
country whence less gods are coming and, consequently, fewer people 
are bidding for its currency in which to pay for their purchases. 
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We therefore see that in 1913 Europe maintained a population in 
excess of what it could feed and clothe solely from its own products, 
and was enabled to do so because she exported finished goods made from 
overseas raw materials and rendered services to those overseas countries. 
In practice, trade really balanced, for although Europe appeared to 
import more than she exported, the difference was paid for by services. 
Consequently, most exchanges were at or near par and comparatively 
stable. In any case, where this was not so it was generally due to political 
disturbances or temporary industrial difficulties, which for a time 
restricted exports. 

One area we have excepted in using the term ‘‘ Europe ”’—Russia, 
which, though possessing considerable industries, was largely a food and 
raw material exporter and so paid all Europe with these necessities for 
finished goods. She was therefore an invaluable counterpoise to the 
United States, and the price of corn from Russia kept that from the U.S.A. 
reasonable. The elimination of Russia is one of the factors which has 
completely overthrown the pre-war balance of trade, for it must always 
be remembered—disguise it as we will—trade is nothing but barter. 


The Bills of Exchange System 


One point may still not be clear. In practice, business was transacted 
by means of Bills of Exchange, which was really a kind of cheque. Thus, 
if an Englishman wished to buy £1,000 worth of cotton from America, 
he would have to pay the Americans $4,866-5. He could send a thousand 
golden sovereigns across the Atlantic, but this cost money for insurance, 
packing and freight. So he looked round to see whether there was any 
American who owed an Englishman £1,000. If he found that “B” 
in New York had bought a Rolls-Royce, all he had to do was to buy 
“Bs” debt on London and then pay the man from whom “B” had 
bought his Rolls-Royce, while “B” paid the man in New York from 
whom “A?” had bought his cotton. If many people wanted to buy 
Bills on London, naturally the price of Bills on London rose. In that 
case, after it has reached the point beyond which it pays “A” to ship 
gold to New York, he would ship gold instead of buying dollars in London. 
To-day there is precious little gold to send, and hence what is known 
as the “gold point ” has disappeared, the “ gold point’’ being really 
the cost of shipping gold from England to America or vice versa. It 
will thus be seen that from the financial point of view, the stability of 
the exchanges is dependent on two factors—(1) that each country’s 
imports and exports for the year roughly balance, and (2) that the gold 
was free to move from country to country. If both these conditions 
ceased to exist, the rate of exchange could nôt be held at the “ gold 
point,” and this is what has happened to-day. 
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) 2. The War and the Present Position 


The effect of the War was cumulative in its result. First of all, 
Europe had to use up her stocks of raw materials and finished products 
almost entirely. The bulk of these goods were destroyed on the battle- 
fields, while the little that remained was used up by the civil population, 
the bulk of whom were engaged not in producing further world supplies 
but in manufacturing articles with which to destroy them. For example, 
Germany was cut off early in the War from almost every overseas source 
of supplies, and the raw cotton she held at the moment, instead of being 
made into piece goods which she could exchange for next season’s cotton 
or corn from the United States, was used in the shape of gun-cotton to 
destroy the accumulated capital of years by demolishing factories and 
even whole cities in France. Her wool, her copper, in fact everything 
she had, was devoted to the purposes of war and in the end she broke 
quite as much from the economic pressure as from military defeat, even 
if that defeat had not been due largely to the falling quality of her 
munitions of war. The other belligerents suffered similarly, and as their 
supplies of finished goods declined, while their imports vastly increased, 
they had to buy these imports by means of things other than 
manufactures. 


What War Loans Really Mean 


Therefore Europe began to sell overseas investments or mortgage 
them for large loans in America or elsewhere. What money her subjects 
saved was invested in War Loan, which, unlike a railway, had no economic 
value at all, and the same was true even of those loans she contracted 
overseas for the purchase of food and raw materials, since these enabled 
her industrial machine to be used, not for producing further wealth 
but for destroying it. War Loan is spent on shells or guns, which not 
only produce no wealth but are actively engaged in destroying it. In 
short, it is a liability, not an asset, and the liability is twofold, firstly 
because interest has to be paid, not from the earnings of the loan but from 
the earnings of what capital and labour remains, that is, by taxation; 
and secondly, the loan actually reduces the amount of real capital which 
can bear the taxes which must be raised to pay the interest. 

Therefore War Loan, if merely internal, impoverishes, but an external 
loan is worse, for it upsets the balance of trade, and the interest can 
only be paid by sending abroad extra goods to the holders of the loan. 
Therefore, by the end of the War, Europe, instead of receiving interest 
on her capital invested overseas, had to pay such interest, and had 
nothing of real value with which to pay it. 

In the same way, diing the War, her ability to render services to 
extra European countries was curtailed, her mercantile marine was 
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crippled, while many overseas areas, such as America and Australia, 
have started their own or increased them in size. The mercantile system 
itself is severely disorganized and its remuneration in bulk decreased ; 
and, to a certain extent, the same is true of her banking system, England 
being a notable exception. Thus, when peace was declared, she was 
short of finished goods to exchange for raw materials, she had lost her 
overseas investments, her mercantile marine was reduced, her financial 
and commercial system was shattered, she had contracted War Loans 
abroad which required exports to pay their interest, and these War Loans, 
unlike industrial loans, could earn nothing themselves, 


The Crippling of Europe 

Thus we see that Europe had already violated almost every one of 
the fundamental economic laws on which her industrial system was 
based, and would have been in a most unsatisfactory state even if her 
agricultural production and natural resources had remained as well 
organised as in 1913; but this is not the case. The War had slain the 
pick of the population: millions of healthy men perished and millions 
more have been crippled, while the efficiency of many of the remainder 
has been seriously impaired and the regular habits of a lifetime have been 
broken. The actual agricultural and raw material production even has 
decreased: for example, ten of the richest agricultural departments of 
France have been devastated, and her flocks of valuable wool-bearing 
sheep reduced by half, while a similar state of affairs is noticeable all 
over Europe. In many parts, necessary repairs to mines, railways and 
machinery had to be neglected, and therefore efficiency has declined. 

Above all is the loss of Russia, an empire which once covered a quarter 
of the earth’s surface, whose food and raw materials supplied Europe to 
a large extent. While it is difficult to know what the true state of affairs 
in Russia is like to-day, one thing is certain, she has practically nothing 
` to sell and it will probably be years before she reorganises herself. That 
fact, in all its importance, must be realised. From the industrial point 
of view one quarter of the earth has disappeared. 

And it is noticeable that the nearer we come to Russia the worse 
are the rates of exchange. No one quotes the Russian rouble; the 
Polish mark is now worth about 3,200 marks to the pound, instead of 
about 20, its nominal parity. 


The All-Important Question 
Now Europe can only live if she can get the food and raw material 
she needs, and to do so she must send finished goods in exchange. She 
must export more than she imports, whereas before the War she did the 
reverse. Yet, without food and raw materials she cannot restart her 
industries, and to get these in 1918 she had nothing to offer but paper 
237 








Business + Organisation : and » Management 


money, itself useless unless it can be changed for godds. At first, when 
peace came, people were optimistic. They thought that the impasse 
was merely a temporary phase. Goods were sent on credit, large loans 
were raised overseas to enable embarrassed Europe to surmount the 
initial difficulties in the belief that ere long the goods made from these 
raw materials would return and pay for the raw materials. If this had 
been so, the exchange rates would have improved and all would have 
been well, but to-day, on the average, the exchange rates are infinitely 
worse than they were in 1918. This is the question which overshadows 
all other questions, and unless it is solved within the next few years the 
civilisation we know will pass away. For unless Europe sends enough 
finished goods to buy her food and raw materials she dies, and at present 
the rates of exchange tell us that she is doing so less and less. 


Artificial Stabilisation Dangerous and Useless 

What should be done under these circumstances? It is utterly 
useless to attempt artificial control of the exchanges. The exchanges 
are but a symptom, they are not the disease. It is the disease which ( 
must be eradicated, and then, gradually, the symptom will disappear. 
The reason why France cannot buy from England superficially may be 
because the rate of exchange is so low, but the reason her rate of exchange 
is so low is that she has not sent abroad enough goods to pay her debts. 
Between January, 1919, and September, 1920, England alone sold to 
the Continent more than £200,000,000 worth of goods over and above 
what she received in exchange. This cannot continue for ever. Even 
to Germany she sent some £37,000,000 worth more than Germany sent 
her. Therefore everybody wants English Bradburys, while few people 
want marks or francs. Under these circumstances nothing is more 
dangerous than to attempt artificially to stabilise the rates of exchange. 
It is just possible that this might be done, but in that case we should not 
cure the disease: we should only destroy a valuable symptom so that 
the final crash would come upon us as a surprise. We must try to cure 
the disease, and that can only be done by getting back to the system 
under which we formerly lived. We must not expect miracles ; recovery 
will be gradual, painfully slow and fluctuating. ` But there are some things 
which can be done here and there, and unless they are done we cannot 
expect any recovery. i 


Universal Squandermania 
Practically every country, our own included, since 1914, has been 
spending far more than it earned as a nation ; in other words, expenditure, 
has exceeded revenue. On the Continent they have endeavoured to 
bridge the gap by incessant loans and by direct inflation of currency, 
thereby further depreciating their paper money. In England we have 
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adopted a more cautious policy, and, although not altogether free of the 
charge of inflating, it has not been so serious an offence. Here we have 
run to the opposite extreme if anything, and over-taxed, and it is just 
here that something can be done so far as England is concerned, and in 
helping England we help the Continent. 





How Heavy Taxation Kills Industry 

At the present time the weight of taxation is simply crushing. Govern- 
ment officials may not realise its effect, though probably they thought 
in the main they were tapping the wealthy who would spend their surplus 
on luxuries which did little good. What they are really doing is drying 
up the fund from which the ordinary individual purchases. In short, 
they are killing the consumer. At the same time, industry, owing to the 
heavy taxes it must bear, is driven to enhance its prices to a figure which 
renders it impossible, not only for the home consumer, but-for the foreign 
consumer also, to purchase. Take, for example, the Income Tax (enough 
has already been said about the E.P.D. elsewhere). The Income Tax 
hits one of our largest purchasers—the middle class man. At the present 
time the bulk of them are working for four months in the year for the 
Government and not for themselves. They must live on the remaining eight 
months’ work. Under such circumstances it is of the utmost difficulty 
to make both ends meet. Instead of buying several good suits, the 
middle class man must put up with his old one. This means, of course, 
less employment for the tailor, and less profit for the manufacturers 
of cloth. Therefore, in the end, not only less employment, but actually 
less in taxation for the Government. What the Government does not 
seem to realise is that there is a limit beyond which taxation ceases to be 
remunerative. They had a very striking example of that with regard 
to their tax on cigars which last year they increased by an addition of 
50 per cent ad valorem duty, and as a net result they have obtained 
probably less than a third of what they obtained the year before. I 
have no hesitation in saying that by next year they will find the same in 
regard to the Income Tax ; a lower Income Tax would bring in a larger 
sum. It must be remembered that money spent on Government officials 
is unremunerative in the main, and the more that goes in that direction 
the less there is left for remunerative employment. . Taxation when 
it becomes excessive dries up the home demand and forces up the price 
of commodities to such a figure that they cannot be sold abroad. This 
means unemployment and general distress. Owing to the Unemployment 
Dole system, unemployment involves further taxation, which falls with 
increasing severity on those who are still at work and earning money, 
with the natural result that it will drive still more out of business. In 
short, it is a vicious circle which, unless checked, can have but one end— 
disaster. 
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Economy and National Policy 


Everyone acknowledges that economy is essential, but when it comes 
to applying economy every person wants his pet schemes excluded 
and the economy made from those he dislikes. Your Radical ful- 
minates against the waste in Mesopotamia but grows indignant if any 
saving is suggested on Education. Your extreme Tory points out that it 
is disastrous to retire from Mesopotamia but believes drastic economies 
could be made in social and educational matters. Each party is right 
on both counts and the true solution is both must make a sacrifice. 
Education is a paying investment properly applied, but if we have not 
the money we must go without it. It is equally true that Mesopotamia 
is a great potential market and source of raw materials, but if we have 
not the capital to invest in it we must let it slide. The true solution is in 
the nature of a compromise. Mesopotamia could be held in a much less 
expensive manner than at present. Certain strategic points could be 
occupied and form the basis of aerial patrols. Aeroplanes are the most 
efficient weapon to use against a nomad race like Arabs, and they are 
much less expensive than infantry. We must not expect to turn Meso- 
potamia into a highly organised State in two years ; we must go step by 
step. Similarly, in education, vast sums are wasted. Ideas are taken 
up and then dropped. Hosts of officials are employed who could be well 
dispensed with, and, above all, drastic economies could be made in our 
whole Civil Service without impairing its real efficiency. 


The Business Man's Example to Government 


The Government must do what every business man is doing—over- 
haul its organisation ruthlessly, dismiss superfluous people, reduce war 
bonuses, amalgamate departments, above all, it must say to the heads 
of these departments: ‘‘ This year we must save one-fifth of the total 
expenditure ; therefore you must cut down your expenditure to four- 
fifths, and there will be no supplementary grants.” The fatal policy 
of allowing Government Departments to do a thing because it is desirable, 
irrespective of whether they have the money, has landed us in the present 
serious position. What we have got to remember is that we are poorer 
than in 1913, and instead of setting about to build a new heaven and a 
new earth we must be content to save what little we can from the wreck 
of the War. If we do this we shall go a long way towards reducing the 
cost of our products and thereby enable the Continent to purchase them, 
thus restarting the cycle of trade, and if the Continent copies our example 
she too will begin to return to a path of sanity. There is no other way 
than this. Artificial restrictions on trade, far from benefiting, will, in 
the long run, only make matters worse. 
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“ System, applied reasonably, is indispensable to every well-conducted business, bul, 
applied indiscriminately, can do incalculable harm.” 





System Run Riot 


By J. B JORDAN 


A Vigorous Protest Against Over-Systemisation 


Is System overdone nowadays? This is a spirited attack on the business magazine 
by a well-known Manchester business man, for encouraging the system enthusiast, 


whose ideas, carried to excess, will, he says, strangle a business. Caveat emptor ! 





p these days it is hardly possible to take up any one of the ever- 
increasing number of journals devoted to the Organisation and 
Management of Business without finding one or more articles on 
“System.” There is no department of business life, no job in the office, 
however small, which is safe from attack by the system enthusiast. 
Indeed, it is not too much to say that there are some who would invade 
even the privacy of the home life, and develop a system for getting up 
and going to bed, and putting the very food into our mouths. 

Quite recently the writer received a pamphlet on “ Health,” which 
propounded a system for going to sleep, and from which one would 
derive such benefit as to render him immune for ever from certain 
complaints which were specified. 


Is System being Overdone ? 

To-day even children are born into the world by means of a “system ; ” 
such is the craze for system, and one may well wonder whether the time 
has not arrived when it were well to pause and ask: “ Is it not being 
overdone? What is the object of it all? Is it wise in the best interests 
of business and the individual ? ” 

The object of system as applied to commerce is mainly economy. 
Any system which does not produce that result is promptly scrapped, 
or ought to be, although cases are often to be met with where a system 
is in operation which has no better claim to continued existence than - 
the fact that details of it have been published in some business magazine. 
It must be conceded that a reasonable amount of system is a fundamental 
necessity in the conduct of every business, be it great or small, and the 
plea of this article is not for the total or even partial abolition of “System,” 
but for a wiser and more simple and sane application of it to business life. 


The Business Magazine Impugned 
If it is agreed that the main object of system is economy, any system 
which results in the saving of time, labour, and the reduction of expenses 
amply justifies its existence, granted one thing, namely, that the cost 
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of installing and working the system is not greater than the economy 
effected by its introduction. It is at this point where a serious charge 
may be brought against the authors of many of the articles on “ System ” 
which appear in the business magazines. They appear to be so obsessed 
with the working out of their pet schemes as to entirely overlook the 
important question of what it will cost to instal them, and the wages of 
the staff required to work them. The only question in considering a 
new system seems to be “ Will it work ? ”—never “Is it worth it?” 
Every article recommending a system ought to have appended to it, an 
approximate cost of installation and up-keep. If the writer of such an 
article is not capable of approximately estimating the cost of the system 
he recommends, it ought not to be given publicity. No doubt it will 
be argued that the cost will vary according to the requirements of the 
business, and the requirements of every business cannot possibly be 
known to the author of any given system. That is quite true, but surely 
it is possible to assume a reasonable basis, and quote an approximate 
cost which would give an immediate idea to the reader as to whether 
it is feasible or not for him to introduce that system into his business. 


Wild-Cat Schemes 


Instead of this, it is left to the department manager or the proprietor 
to figure it out for himself. The subscribers to business journals have 
a very natural idea that these publications appear for their edification 
and enlightenment, and not merely to provide a means of livelihood for 
any and everybody who comes along with a wild-cat scheme which, on 
examination, proves to be entirely impracticable. 

So complicated are some of the schemes propounded that one cannot 
help suspecting the disinterestedness of their authors. In this connection, 
the writer knows of an instance in which the claim was made by the 
proprietor of an engineering business that his system of recording stock 
of sundries was so perfect that he could trace every nut, bolt, and screw. 
On inquiry into the cost of installing the system and the wages of the 
staff required to work it, it was shown that it would have paid him 
- handsomely to lose a few thousand of these small articles annually, and 
dispense with his wonderful system. 


Strangling a Business by Over-Systemisation 

Let us have system, by all means, but let it be harnessed to simplicity 
and intelligence. The question as to whether many of the systems 
advocated through the medium of the business magazines are desirable 
in the best interests of the business and the individual is, in the opinion 
of the writer, quite a dehatable point. The excess of system certainly is 
not, and that there is an excess of it to-day is the whole burden of this 
article. As ivy strangles a tree, so surely will system, carried to excess, 
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strangle a business. As an athlete can be over-trained, so can a business 
be over-systematised. Just as the athlete at a certain point loses staying 
power as a result of over-training, so does a commercial man spoon-fed 
on system lose his individuality, initiative, and resourcefulness, qualities 
which are invaluable to every successful commercial man, no matter 
what his position may be. A man cannot develop along the lines prompted 





MR. J. B. JORDAN 


by his own individual characteristics if he is expected to adhere to the 
rules and regulations of a system. He must work on certain lines laid 
down by his superior, who has been bitten by the system flea, as 
advocated in the columns of some business magazine. 


System Automatons 

Take the question of salesmanship. The articles constantly appearing 
on this interesting subject are legion. In consequence, in a few years’ 
time all our salesmen and travellers will be one stereotyped pattern. 
One can see it even to-day. They are even given instruction on how to 
open and close a door—what form the opening greeting is to take—how 
long to stay—whether they should shake hands or not. Surely it must 
be admitted that a salesman trained in such a school must entirely lose 
all his own individuality and resourcefulness, and become merely a 
talking automaton, which Nuttall describes a$ “a human being who 
acts by routine, without intelligence.” 
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Individuality, whether employed in the office or “ on the road,” is 
a very valuable asset, and to strangle it is certainly not in the best 
interests of either a business or an individual. The best men will always 
break away from system the moment it becomes oppressive, and the 
question then arises: “ Is it worth while to run the risk of losing one’s 
best men for the sake of driving a system which has been advocated in 
the columns of some business magazine, by someone who has his living 
to earn, and chooses that way of earning it? ” 


The Moral 


Moreover, in a few years’ time we shall give up thinking for ourselves. 
The minute we get in a difficulty, we shall fly to our book-rack of business 
magazines and search through them for some system that will get us out 
of the difficulty. The business man won’t need to use his brains for the 
purpose of conducting his business. All that will be necessary will be 
for him to take a sufficient supply of monthly business journals. 

Such a state of affairs as this cannot result in healthy progress. It 
can only result in the stagnation of many of the fine qualities by means 
of which the men who stand at the head of the commercial world to-day 
have won their position. 

System, applied reasonably, is indispensable to every well-conducted 
business, but, applied indiscriminately, can do incalculable harm. 





The Three Classes of House Organs 


THE number of house journals is steadily increasing, and it is possible now to 
distinguish certain essential differences in scope and outlook. Three classes 
may be mentioned as showing, though quite broadly, the direction of development. 
The first class will include the journals whose main object is a direct appeal to the 
employed, Their scope is often restricted owing to the high costs of printing and 
publishing even a modest journal. But not so their outlook. The best, and the 
majority of this class, make an honest attempt not merely to reflect but rather to 
inspire and to direct a rational “ public opinion ” within the works. There isa 
very real difference between such a journal and the propaganda leaflet, which. is 
seldom more than a vehicle of orders from the directorate. Either may be able 
to inspire, but only the former may lead. A second class of house journals includes | ~ 
those organs which have in view the training of employees, such as the sales staff. 
They will bring to the notice of their readers the chief selling points of the firm’s 
goods in a variety of forms, and may hold an effective position in the educational 
work of the firm. A third class of journal aims at establishing a link with the 
consumer, and is thus a form of advertising. Some firms publish only journals 


of this third class. Other firms will publish two journals, one circulated within «~ 


the works and the other among consumers. There would seem, however, to be no 
necessity for the separation. The objects of the “ advertisement ” house journal 
can be achieved by a journal of the first-mentioned class so long as it is well written ~ 
and tastefully produced, while to publish only a journal of the third type is to 
neglect a valuable factor in industrial harmony.— Manchester Guardian Commercial. 
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Few business men, outside the experts, realise what valuable economies are possible by 
using waste heat and fuel. Read Mr. Troup’ s interesting account of new developments. 


Utilising Waste Fuel and Heat 


By Joun D. Troup, M.I.Mech.F. 





An Important Industrial Economy 


REAT progress has been made during the past few years, in using 
what was previously waste fuel and heat, and important economies 

have thus been made possible. Typical examples of this progress are 
the sawmills and furniture factories where the sawdust and wood waste 
is converted into gas for the purpose of driving gas engines, which 
results in many cases, in the factory obtaining the whole of its power 
requirements without burning a pound of coal, Another typical example 
is the using of waste heat from the iron and steel furnaces on the North- 
East Coast, where the annual saving amounts to some 150,000 tons of 
coal. In many works where steam is required for heating and process 
work, the heat of the steam engine or turbine exhaust is used, resulting 
in the power requirements being obtained as a mere ,by-product. 

Such, briefly, are the more important developments for utilising 
sources of waste heat, and it is the object of this article to record some 
of the details of each class of plant, which are used for this purpose, and 
to give some indication of their commercial value. 

This subject may very well be divided into two sections as follows : 
(1) The using of waste fuels, and (2) The using of waste heat. In the 
second section, this means turning some of the conversion losses of the 
main power plant into useful work. These conversion losses were fully 
dealt with by the writer in a previous article on fuels. 


Use of Pulverised Coal 


Waste fuel is available in a variety of forms. At most of our collieries 
there are large accumulations of waste which never reach the market, 
due to their poor quality. Developments are, however, taking place with 
the object of using such poor quality fuels, by reducing the percentage of 
foreign matter which the fuel contains. There is also the process of 
powdering or pulverising the coal, when it is blown into the boiler furnace 
and burnt as a gas. By this process, a coal of very poor quality can be 
used, and the system has made very great progress in America during 
the past few years. In this country pulverised coal has long been used 
for firing cement kilns, but has only just made a start for firing steam 
boilers, and its future would appear to be very hopeful. 


Gasifying Low Grade Fuel 


An ordinary boiler furnace is not suitable for using a very low grade 
fuel, because of the difficulty of dealing with the large amount of ash 
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formed. It will readily be understood, that to remove 20 per cent or 
more of the fuel fed into the furnace, in the form of ash and. clinker, 
becomes a heavy item in a plant of any size. When, however, the fuel 
is first converted into gas in a gas producer, the problem becomes more 
simple, as mechanical arrangements are available for removing the ash 
automatically as it is formed, and a high ash content in the fuel does not 
effect the efficiency of the plant as it does in a steam boiler. 

It is not, of course, always a commercial proposition to gasify the 
fuel. When such gas can be used direct for furnace work or for driving 
gas engines, this method of using low grade fuel is an admirable one ; 
but where the fuel must be used for steam raising, pulverised coal seems 
to offer the greatest advantages. 

At the present time these two methods are the only practical means 
of using a fuel of very poor quality ; and with the high cost of coal, 
there is every indication that the lower grades will be more and more used 
in the pulverised form. .. 


Value of the Gas Producer 


The gas producer has also been developed to use waste fuels which 
are more closely associated with the vegetable world. These fuels 
include: bark, crushed cotton seeds, dried manure, dung cakes, fruit- 
stones, nut shells, manila waste from rope makers, peat, sawdust, 
shavings, spent tan, sunflower seed husks, wood refuse, etc., in fact, 
any fuel which contains a reasonable amount of carbon, may be 
satisfactorily gasified in the modern gas producer. 

Many of these fuels could, of course, be used under a steam boiler, 
but when so used, three to four times the amount would be required to 
develop the same horse-power as with a gas producer. Even waste fuel 
is limited, and if there is not sufficient to develop the power required, 
it must be supplemented with coal or other fuel, so that consumption 
per horse power may be a very important point. T aking the waste fuels 
referred to above, a modern gas producer is capable of developing one 
horse power per hour, for a consumption of 2 to 4 Ibs. of fuel, according 
to its nature. 

The following is a brief outline of a typical wood-working plant, 
which is driven by means of gas engines, and the gas supplied from 
producers consuming wood waste. In the factory itself is a system of 
fairly large sheet metal pipes, and a branch pipe runs to each machine, » 
such as the circular saw, planing machine, etc. Through these pipes is 
sucked away every bit of sawdust or cutting from the machines, and 
delivered into a hopper above the gas producer, into which it is fed 
as required. The producer plant is built on similar general lines to that 
of the ordinary suction plant, but it is relatively larger in capacity to 
deal with the larger volume of fuel. The purifying plant is also more: 
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extensive, because there is a certain amount of tar given off when wood 
is gasified, and this must be removed from the gas before reaching the 
engine. 

There are many plants of this nature now at work, where the whole 
of the power requirements of the mill are supplied from the wood waste 
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(Messrs. Ruston & Hornsby, Ltd., Lincoln) 
THE RUSTON WOOD REFUSE PRODUCER PLANT 
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made during the manufacturing process, such requirements including 
the electric lighting of the mill. 

Another interesting development with gas producers, is to use ordinary 
dust bin refuse as fuel, but so far these plants are only working 
experimentally. 


Modern Methods of Utilising Waste Heat: Exhaust 
Steam 

Turning now to the using of waste heat, we will first consider the 

heat of exhaust steam from engines and turbines. More than 50 per cent 





(Crossley Bros., Ltd., Openshaw, Manchester) 
THE CROSSLEY EXHAUST HEAT BOILER 


of the original heat contained in the coal, is carried away in the steam 
engine exhaust and lost. This may seem a very startling statement, 
but in the best equipped steam plants to-day, only some 16 per cent of 
the coals’ original heat is converted into useful horse-power. It will 
therefore be clearly seen that we should try and reduce the heavy heat 
loss in the exhaust steam. 

There is some compensation in this heavy loss by cooling it in the 
condenser and so creating a partial vacuum, which increases the power 
of the engine. But if this waste heat can be used for useful heating 
purposes, then the efficiency of the steam engine goes up with a jump 
to some 50 per cent, in place of the 16 per cent when run as a high-class 
condensing engine. 

The reason for this extraordinary loss is not very difficult to under- 
stand. When water is changed into steam, more than five-sixths of 
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the heat required for the process become latent, and is known as the latent. 
heat of steam. This latent heat does not appear again, until the steam 
condenses back into water, when this heat is suddenly released. Now, 
the steam cannot be condensed in the engine cylinder, so the process takes 
place outside in the condenser, where more than five-sixths of the heat 
contained in the steam, is given up to the cooling water, which is after- 
wards passed over atmospheric coolers, and the heat dissipated in the 
atmosphere, 

The problem then, is to condense the exhaust steam in an apparatus 
when the whole of the latent heat will be used for some commercial 
purpose. This is what is being done in many of our large works and 
factories where steam is used for heating and process work; such as, | 
bleach and dye work, chemical works, laundries, tanneries, breweries, 
etc. There are cases, of course, where a particular works has no demand 
for heating steam. In these cases, the immediate district should: be 
considered as a possible market. It may be that other works could use 
the exhaust heat ; or public or private buildings might use it, not only 
for steam heating, but for heating water where hot water is required. 
This is a branch of development which has large possibilities for economy, 
and although little has so far been done in this country, the matter has 
made very considerable progress in America and in Canada. 


A Typical Economy l 

The actual economy of using exhaust steam for heating is well illus- 
trated in an example worked out by a well-known firm of steam engine 
makers. The case is one of a firm using 54 tons of coal per week in a 
high-class condensing steam engine. In addition, this firm used 70 tons 
of coal per week to generate steam for heating and process work, making 
a total consumption of 124 tons per week. 

By arranging to use the exhaust steam from the engines, all the power 
required, and all the heating required, was obtained from a weekly con- 
sumption of only 78 tons of coal. In other words, the same power which 
previously required 54 tons of coal per week, is now obtained from a 
weekly consumption of only 8 tons. 


Exhaust Heat of Internal Combustion Engines 

The next matter is the using of the exhaust heat of internal combustion 
engines. This case is somewhat different to the steam engine, but the 
total loss of heat in exhaust and jacket water are more than 50 per cent 
of the total heat of the original fuel. The gas and oil engine, however, 
use the fuel direct in the cylinder of the engine, and are relatively more 
economical than the steam engine. The heat generated in the cylinder 
is very great, and this fact reveals the reason for water-jacketing this 
class of engine. 
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To use the heat from the exhaust of gas or oil engines, it is generally 
more convenient to first of all convert the heat into steam. This is 
done by attaching a special boiler to the engine exhaust pipe close up 
to the engine, and such boiler also acts as a silencer. These boilers are 
relatively small, and are conveniently accommodated in the engine-house, 
They can be designed for generating steam, or simply for heating water, 
whichever may be required at the individual works or factory. 

When using the exhaust heat of gas or oil engines, the resulting steam 
or hot water may be regarded as something for nothing, or rather, simply 
for the capital cost of exhaust boilers. When the engine is working at 
about full load it is possible to obtain from 2 to 2} lbs. of steam per 
hour, per horse power of engine ; or alternatively, about 20 lbs. of boiling 
water per horse power hour. This means with a 500 H.P. engine, an 
hourly supply of 1,250 lbs. of steam; or, 1,000 gallons of boiling water. 


Waste Heat from Furnaces 


The next source of considerable waste heat which we will consider 
‘is that from heating furnaces. In any heating or melting furnace 
a high temperature must, as a rule, be maintained in the heating chamber, 
with the result that the out-going gases are also at a high temperature, 
and such heat represents a definite weight of coal which is wasted, unless 
it is put to some commercial use. Some furnaces are designed to use _ 
part of this heat for heating the incoming air for combustion, but where 
steam.can be utilised, it is much more economical to use this waste heat 
for steam-raising. Such practice is now becoming very general, par- 
ticularly in the iron and steel industry. A very large new works in 
Cleveland, U.S.A. arranged their heating furnaces with a 200 horse-power 
boiler above each pair, in order to secure a regular flow of waste gases. 
This arrangement results in a saving of 47 per cent of the coal used in the 
furnace; and this figure would appear to represent the average saving 
to be effected for this class of work. The governing factors in using 
waste heat for steam-raising are, the temperature of the gases, and their 
total hourly volume ; but it is important that the temperature should be 
sufficiently high, otherwise the heat is not suitable for boiler work. 


Waste Gas from Coke Ovens 


Space will not admit of going more deeply into this matter, but 
mention should be made of the waste gas from coke ovens. There are- 
a very large number of these ovens now at work in this country, for the- 
purpose of making metallurgical coke. During the process, about 10,000 _ 
cub. feet of rich gas is given off per ton of coal carbonised. About half, 
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or 5,000 feet of this gas is used for heating the ovens, and the remaining 
5,000 feet is surplus, and is of course a by-product. This represents a 








(Cochran & Co. Annan, Ltd., Annan, Scotland) 


THE COCHRAN BOILER WITH 730 SQ. FT. HEATING SURFACE UTILISING WASTE 
HEAT FROM BAR ROLLING MILL FURNACES 


very large total, and is suitable for heating or for driving gas engines. 
In some districts, notably the North-East Coast and Sheffield, this surplus 
gas is run into the town’s gas mains, and can, of course, be sold at a very 
low figure. 
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Merchandise by Passenger Trains 
l By Gro. B. LISSENDEN o 
Author of “ Industrial Traffic Management, ett., ete. 


HE question which is at present exercising the minds of a good 

many men, and which will in the near future be argued before the 
Rates Advisory Committee is : Shall the railway companies be compelled 
to. carry general merchandise by their passenger trains? There is 
something to be said both for and against this proposition, and the 
matter necessarily requires the most careful consideration. 


Railway Companies only Bound to Convey Perishables 

At present all that the law says is that the companies shall be 
compelled to convey a very limited number of perishables by their 
passenger trains “‘ or other similar service.” Here are the provisions of 
Part V of the Railway Rates and Charges Order Confirmation Acts, 
1891-1892, which govern the matter— 

1. The Company shall afford reasonable facilities for the expeditious conveyance 
of the articles enumerated in the three divisions set out hereunder (which articles 
are herein-after called “ perishables ”’), either by passenger train or by other similar 
service, 

2. Such facilities shall be subject to the reasonable regulations of the Company 
for the convenient and punctual working of their passenger train service, and 
shall not include any obligation to convey perishables by any particular train. 


3. The Company shall not be under obligation to convey by passenger train, 
or other similar service, any merchandise other than perishables. 


DIVISION I, 





Milk. 
DIVISION IT. 

Butter, fresh. Fish-— 
Cheese, soft. Char. 
Cream. Grayling. 
Eggs. Lobsters. 
Fruit— Mullet, red. 

Hothouse fruit. Oysters. 
Game, dead. Prawns. 
Meat, fresh. Salmon. 
Poultry, dead. Soles. 
Rabbits, dead. Trout. 
Vegetables, hothouse. Turbot. 

Whitebait. 


DIVISION III. 
Fish (except as provided in Division I). 
Fruit (except as provided in Division IT). 
Ice. 
Now it must be admitted to the credit of the railway companies that 
they have willingly agreed to the addition of many other perishable 
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articles to these three divisions, and this will undoubtedly be to the 
advantage of the traders concerned. But when the question of 
“ Perishables ” came before the Advisory Committee early last month 
the railway companies would not concede a number of other points 
raised by the interested traders. For example, it was argued that the 
words “ or other similar service ” should be omitted from any new Bill 
that may be introduced, as these are ambiguous and might lead to 
confusion ; indeed, it was said that the railway companies were actually 
conveying perishable traffic by trains other than passenger trains—fast 
` goods trains—and claiming the right under the present Act to charge 
passenger train rates; but, this notwithstanding, counsel for the railway 
companies was not favourable to the suggested omission. It was also 
submitted on behalf of the trading community that the companies should 
be compelled to deliver all perishable traffic which they had conveyed by 
their railways, because instances were known where perishable traffic 
had been allowed to remain on hand at the destination until it became 
useless, but the railway companies fought against being put under any 
such obligation. 

It will be interesting to see what view the Advisory Committee take 
of these matters and what recommendations they have to make. 


Railway Companies Fight Against General 
Merchandise 


Meantime the railway companies have made it quite clear that they 
are totally opposed to the idea of being under any obligation to carry 
general merchandise—anything other than perishable traffic—by their 
passenger trains. The Rates Advisory Committee, on the other hand, 
have made it equally clear that if the railway companies themselves 
do not choose to move in this matter and submit a revised passenger 
train classification the traders may be invited to do so. 

Of course the railway companies do in fact to-day carry practically 
all classes of merchandise by their passenger trains, and they have given 
no reason for their opposition to being placed under a legal obligation 
so to convey goods of a general character, but those who are inclined 
to support the railway companies in their attitude in this matter—and 
there are a few such whose opinions must in common fairness be respected 
—argue that to place this obligation on the railway carriers might possibly 
interfere with the rights of the travelling public for whom the passenger 
train service is primarily run. It is felt by these opponents that if the 
railway companies were compelled to carry anything and everything for 
all and sundry the volume of the business would become so enormous 
that the passenger trains would most likely be seriously delayed at many 
points en route with the result that the passengers travelling by the same . 
trains would arrive at their journey’s end much behind time, . missing 
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important business appointments and what not. But it is not now— 
and never has been—suggested that the railway companies shall be 
obliged to do anything extraordinary or out of reason. All that is 
proposed is—and definite proposals are actually on foot—to make it 
compulsory for the railway companies to convey a limited quantity of 
small parcels, and packages easy to handle, by their passenger trains— 
in fact, do nothing more or less than they are doing to-day, only instead 
of doing it as an act of grace they shall do it as a matter of duty. 


The Definite Proposals of the Traders 

In fact, the proposals of the traders who seek to secure an alteration 
of the law are quite reasonable and take the following form— 

1. The railway company shall afford all reasonable facilities for the expeditious 
receiving, forwarding, and delivering of merchandise by passenger train. 

2. Such facilities shall be subject to the reasonable regulations of the company 
for the convenient and punctual working of their passenger train service, and shall 
not include any obligation to convey merchandise by any particular train except 
by special agreement. 

3. The company shall not be under any obligation to carry by passenger train 
articles which by reason of size, bulk or length cannot reasonably be handled by 
the companies’ servants at receiving station, and in no case shall the conditions be 
more onerous than under pre-war practice. 

4, Any question as to the facilities afforded, charges for the services, or condi- 
tions or regulations of carriage made or to be made by the companies under these 
provisions and regulations shall be determined and subject to the jurisdiction of 
the Tribunal. 

5. Where the railway company have facilities for the collection and/or delivery 
at destination of merchandise they shall afford such facilities within the limits ot 
the cartage area of the receiving or forwarding station, and the Tribunal shall fix 
the charge for the services, in case of dispute. 

It will be seen that such provisions as these would give ample protec- 
tion to the railway companies, who would be sure now and again—the 
world being peopled with all sorts and conditions—to meet with someone 
who pseu ots that this or that should be done, no matter whether 

“this ” or “ that ” were reasonable or not. Oh, yes! it is quite likely 
that if the ee companies were compelled to carry general merchandise 
by their passenger trains some unreasonable person would dump two or 
three tons of traffic on a station platform without notice and demand 
that it shall be forwarded by the very next train and, of course, the 
companies must be protected against that sort of thing. Those who are 
asking for this new obligation to be placed upon the railway,companies 
realise all this and have framed their proposals accordingly. Obviously 
the railway companies as carriers, and the general public as passengers, 
must have their respective positions amply safeguarded, and this has 
been the aim of the promoters of the new measure. 

It is fully anticipated that the railway companies will, as a body, 
strenuously oppose any such alteration in the law as is suggested above, 
but this will be nothing new. Everyone knows that when the railways 
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were first laid they were intended to be merely better roads for the 
passage of privately owned, passenger-carrying vehicles from one place 
to another, and the railway companies did not contemplate in those 
early days, when, a little later on, they themselves took over the carrying 
business, being asked to convey all descriptions of traffic by their railways. 
Indeed, Mr. W. M. Ackworth (who sat upon the Rates Advisory 
Committee until quite recently) in his little book, The Elements of Railway 
Economics, gives an indication of what was in the mind of the early © 
railway directorate. He records the fact that when it was suggested 
to a certain director of the London and Birmingham Railway that his 
highly aristocratic line should carry coal to London in competition with 
the Grand Junction Canal and the Newcastle coal-brigs exclaimed: 
‘Coal! Why they'll be asking us to carry dung next!” And history 
has repeated itself many times since then. Think, for instance, of the 
fight there was years ago when it was sought to make the railway com- 
panies liable for the goods they carried instead of leaving them in the 
position they then occupied of being able to wriggle out of all responsibility, 
no matter what occurred to a consignment! One could quote dozens of 
such instances, but the reader is probably familiar with railway history 
and, therefore, knows how practically every forward movement has been 
opposed by these carriers. 


The View Point of the Proposers. 


Put shortly, what the advocates of the proposed new order of things 
say is this: that the practice of carrying small parcels of general 
merchandise by passenger train has now become so necessary to the life 
and business of the people of this country that the railway companies 
should be compelled to perform the service as a matter of duty and not 
merely continue the practice as a sort of generous concession to be 
withdrawn at will. There is no desire to interfere with the comforts 
and convenience of the travelling public, but only to secure that their 
own rights as traders shall be fully safeguarded. It is considered to be 
wholly unsatisfactory for the railway companies to be in the position 
to say—as they can say to-day—if they so desire: “ We are under no 
obligation to convey your goods by passenger train and such being the 
case you must accept any conditions which we choose to impose in 
respect of the traffic so conveyed.” This is altogether too one-sided. 

It is also considered very unfair for the railway companies to have 
this rule in force— 

When two or more parcels or packages are sent from one consignor to the same 


consignee by the same train they are charged separately, except in the case of the 
following which are charged upon the gross weight—~ 


Bacon, Bread, 

Biscuits, Butter, 

Black Puddings, Cakes (except Bride Cakes), ` 
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Cheese, Margarine, 
Cheese (soft), Meat, 
Cocoanuts, Mushrooms, 
Cream, Nucoline, 
Eggs, Pies, 

Fish (except Live Fish in Tanks), Pigeons (dead), 
Flowers, Plants, 


Fruit, including Hot-house Grapes Poultry (live), for consumption. 
(except Grapes at C.R from the Poultry (dead), 


Channel Islands), Rabbits (dead), 
Game (dead), Sausages, 
Hams, Vegetables, 
Ice, Yeast. 

Lard, 


The commodities covered by this regulation, when charged on the gross weight 
at forwarding station and split up at the receiving station, are treated as different 
consignments. 

The obvious meaning and effect of this is that one trader has to 
pay very much more for the conveyance of his goods than another trader 
receiving precisely the same or a similar service from the railway company. 
Thus, if two parcels of sausages, each weighing (say) 12 lbs., be forwarded 
from London to Birmingham, a distance of 113 miles, by the same train 
from the same consignor to the same consignee, the carriage would be 
charged on the gross weight, and the sender debited with 3s. 10d.; but 
if two similar parcels of (say) chocolate (an article not included in the 
above list) be forwarded in a like manner the carriage would be charged 
separately on each parcel, i.e. 2s. 6d. for each package, or 5s. the two—a 
difference (an increase) of 1s. 2d. This can hardly be considered equitable. 

There is another rule which provides that even when yeast is charged 
at the owner’s risk rates the railway companies convey it at their risk. 
The same rule does not apply to other goods, and why this should be it 
is difficult to understand. 

There are many other anomalies of a similar kind which those behind 
the movement are seeking to have removed so that everyone who 
forwards goods by passenger train shall be on a same level, and it must 
be admitted that there is much to be said in their favour. 

As stated at the beginning of this article, the Rates Advisory 
Committee will be taking evidence on this subject in the very near 
future, and all those concerned will be well advised to give it careful 


consideration meantime. 
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The difficult question of the Valuation of Stocks in regard to the final setllement of 
liability for E.P.D. is fully discussed by an authority in this important article. 





Excess Profits Duty and the Valuation 
of Stock 


With particular reference to the Final Accounting Period 


By CLAUDE A. FRYER, A.C.A. 


HE termination of Excess Profits Duty, constituting as it does from 

the taxpayers’ point of view an outstanding feature in the provisions 

of the Finance Bill at present before Parliament, raises in a more or less 

clearly defined form various matters of principle intimately affecting 

the final settlement of liability to the Duty, but of a character which has 

necessitated the deferment of their detailed consideration until such 

time as the period of the Duty itself shall have been determined, and it 
becomes possible to deal with them in concrete form. 

Of these outstanding matters the question of the valuation of stock 
(including in the case of manufacturing businesses work in progress) 
is of primary importance, both in view of its occurrence in the largest 
number of instances, and in almost equal degree by the amounts which 
are at stake in money value. Moreover, the widely diverse nature of 
stocks held in different businesses, and the’varying methods adopted, 
according to particular customs of trade, in arriving at valuations 
thereof, present special difficulties in the drawing up of any statutory 
provisions or agreed basis for settlement which shall have general effect 
and at the same time reduce cases of hardship to a minimum. 


Circumstances which have ge Prominence 

to this Subject 

It is desirable to preface any EE on this subject by briefly 
tracing the circumstances which have combined to bring the question 
into particular prominence at the present time, and to render the method 
of its disposal a matter of general interest. 

Prior to the war, when Income Tax constituted the principal instru- 
ment of direct taxation, valuations of stock in traders’ accounts sub- 
mitted to the Inland Revenue Authorities were not, as a rule, subjected 
to particularly severe scrutiny, except in cases where changes of owner- 
ship, or the closing up of a business had taken place, and even then 
enquiries were of a fairly general character. Income Tax was assessed 
on the basis of the three years’ average, the rate was comparatively low 
(although this did not seem apparent at the time) and the tax itself was 
a continuing tax. Consequently, from the broad point of view, the 
Revenue in the long run would not be likely to suffer loss, at any rate 
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directly attributable to under-valuations of stock, on the assumption 
that sooner or later any such under-valuations would reflect in increased 
profits. 


Change of Aspect on Introduction of Excess Profits Duty 

With the imposition of Excess Profits Duty, however, the question 
has come to be regarded from a different angle, and the change of aspect, 
although at first only gradually realised, has now through a variety of 
circumstances become generally appreciated, and the material impor- 
tance of the treatment of stock valuations in accounts is now recognised 
alike by the Revenue Authorities and the general body of taxpayers. 

The reasons for the change of view are to be found primarily in the 
temporary nature of the tax, coupled with the variations in the rates 
imposed from time to time during its continuance, and a further con- 
tributory cause is to be found in the fluctuation in the price of commo- 
dities in general arising during and since the war. A brief examination 
into these three factors, while explaining the increased degree of impor- 
tance attaching to the subject under review, will at the same time in 
their combined effect serve to indicate certain of the more common 
difficulties which are to be encountered in arriving at a settlement of 
the points at issue, and will form a convenient starting point from which 
to enter upon a more general consideration of the manner in which such 
difficulties may be met. 


The Temporary Nature of Excess Profits Duty 

Firstly, then, with regard to the temporary nature of the tax, it is 
to be observed that when the Duty was introduced in 1915, definite 
pledges were given in Parliament that it should not form part of the 
permanent taxing machinery of the country, but should, roughly speak- 
ing, terminate with the war, or. at least with the period during which 
war-time conditions might be said to prevail. The length of such period 
was at that time entirely incapable of estimation, and while in a certain 
number of instances traders, realising the trend of prices and their 
result in enhanced profits, began to direct closer attention to the correct- 
ness of values placed upon their stocks, no general move was made 
towards bringing the question forward as one of principle affecting 
practically all trades and businesses, and requiring separate and special 
treatment in its relation to the incidence of Excess Profits taxation. 

Markets were rising rapidly on every side, and the chief concern on 
the part of taxpayers who raised the matter in the early days lay in the 
, quite reasonable fear that whereas they were liable to pay Duty on the 
increasing profits earned on their pre-war stocks—very often well-bought 
stocks into the bargain—they might also become liable to being left 
at the end of the period, whenever that might be, with a stock bought 
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at largely inflated prices on which any general fall in prices would involve 
them in serious losses, for which in equity they should be entitled to claim 
some compensating relief from the Inland Revenue Department. These 
contentions, which are more fully discussed below, indicate the aspect 
in which the question of stock valuation presented itself in the earlier 
days of the Duty. As to how far the underlying principle might be 
expected to apply was then purely a matter of opinion, and the principle 
itself can hardly be said to have received at that time any general attention. 

On the other side the Inland Revenue Authorities soon realised that 
a temporary tax imposed on trading profits over a certain period involved 
- fuller examination into the values at which stock was brought to account, 
both at the beginning and end of such period, whatever its actual length 
might be. Added to this, it was essential in consequence of the form 
adopted for the taxation of Excess Profits to extend their enquiries so 
as to embrace matters affecting a proper comparison between pre-war 
and accounting periods, including therein some reference to the stock 
valuations. 

Such enquiries were primarily directed towards ascertaining whether ` 
and how far the stock had been valued on a consistent basis, and were 
made in more or less general terms, but the many difficulties connected 
. with the subject were only gradually appreciated. These have, however, 
since been brought to the notice of the Taxing Authorities in practical 
form, and in a largely increasing number of cases. 


Effect of Varying Rates of Duty 

With the Finance Act of 1916 came the first variation in the rate 
of Duty, which was raised thereunder from 50 per cent to 60 per cent, 
to be followed by a further increase to 80 per cent in the Act of 1917, 
and the result of these variations was to call further attention to the 
valuing of stocks, in that it became of material importance to consider 
the figures at the beginning and end of each separate accounting period, 
in place of the more general view which was at first taken of the period 
of the Duty as a whole, as shown in the preceding paragraph. : 

On the part of the Inland Revenue Authorities the question naturally 
assumed the aspect of safeguarding the possibility that the profits of 
a period liable to the lower rate of Duty might be enhanced at the expense 
of a period in which a higher rate was in force, by means of varying 
the basis upon which stock was valued between one period and another. 

Similar considerations, though from a different standpoint, arose 
in the minds of traders, particularly when their Excess Profits were 
subjected to an 80 per cent levy. These, taken in conjunction with the 
views already expressed in connection with profits realised on pre-war 
stock brought into the accounting period, brought about the first serious 
effort which was made during the progress of the Finance Bill for 1917 
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to place the matter upon some recognised basis, and the circumstances 
connected with the representations made to the Authorities with this 
object are referred to hereafter. 


General Movement in Prices 

The general movement in prices during and since the war stated in _ 
broad terms may be characterised by a steady upward curve throughout “ 
the war and maintained, with the exception of a temporary and local 
deflection about the time of the Armistice, up to the middle of the year 
1920, followed by a sudden drop during the latter part of that year, 
with but little recovery since. If the degree of general recognition of 
the importance attaching to stock valuations be similarly expressed, 
the curve representing the latter may be said to take a sharp upward 
turn corresponding almost exactly with the downward movement of 
that representing prices. Neither the extent nor the suddenness of the 
latter were anticipated, even in well-informed quarters, but with its 
advent, and the continued depression since, traders of every description 
who had hitherto regarded the matter with but slight attention found 
that they were directly and intimately affected by the manner in which 
the subject of stocks should ultimately come to be dealt with by the 
Taxing Authorities ; the regard of the few became the concern of many, 
and the volume of weight attaching to any representations on the subject 
to the Treasury was correspondingly increased. 

It will thus be seen that in dealing with Stock Valuations for purposes 
of Excess Profits Duty, there is in effect one main issue to be dealt with, 
having, however, an important side issue directly connected with it. The 
main issue lies in the values placed or to be placed upon stocks at the 
commencement and end respectively of the period upon which the Duty 
is imposed. Stocks at the former date may, generally speaking, be said 
to have resulted on sale in large profits, and at the latter date in large 
if not larger losses, realised or anticipated to be realised, as the case may 
be, on stocks held at the end of the final accounting period, together 
with the further complications arising in certain markets from the practice 
of forward buying. Concurrently with the period of the Duty regarded 
as a whole, the interim periods with varying rates of Duty fall to be 
considered, and the side issue referred to lies in the correctness or otherwise 
of the allocation of profits and losses to the said interim periods so far as 
such allocation is affected by the correctness of the Stock Valuation. 


Present Attitude of Taxing Authorities 
General consideration of the position of affairs at present is first to 
be directed towards the attitude adopted by the Treasury Authorities 
so far as this is capable of definition. 
The most recent pronouncement is to be found in the Budget Speech 
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on 25th April last, in which Mr. Chamberlain made a brief though impor- 
tant reference to the question, by stating that the Government has 
accepted in principle the general features of the reliefs embodied in the 
following official documents, viz.— 


(1) White Paper Cd. 8623 (1917) containing the Government proposals as to 
Valuation of Stocks. 


(2) White Paper Cd. 9224 (1919) being the fied de of the Committee on Financial 
Risks attaching to the holding of Trading S 


It is only practicable within the limits atu this article to give the substance 
of these documents in very brief outline, but copies are obtainable through 
H.M. Stationery Office, and in view of the above statement will merit 
detailed perusal. 

It may be observed at this point, that they are both directed towards 
establishing the principle that relief should be granted to the taxpayer 
in respect of losses on stocks purchased at high prices during the con- 
tinuance of Excess Profits Duty, but sold at a reduced leyel-of values 
after the Duty has terminated. The problem, however, which presents 
the greater difficulty of solution lies in the-practical application of the 
principle in endeavouring to arrive at the proper ascertainment of such 
losses, and it is in the methods adopted for the latter purpose that the 
interest of taxpayers in general is centred. 


The “W hite Paper” Relief 

As already explained above, the first presentment of the case to the 
Authorities bearing the impress of organised effort was made in 1917. 
This reached the point of bringing forward a clause in the Finance Bill 
for that year under which traders should be allowed to carry into their 
accounts for taxation a ‘‘ normal ” stock (taken at the equivalent quan- 
tity to that held at the commencement of the first accounting period) 
at the same prices as those at which it was first so brought into account, 
and to value any stock in excess of this “ normal ” quantity at cost price. 
In effect, this amounted to applying what is now known as the “ Base 
Stock ” principle to all traders. The Government found itself unable 
to accept this somewhat far-reaching suggestion, but in substitution 
thereof undertook to carry out the proposals to be issued in the form 
of a White Paper (this being the document first above mentioned, and the 
relief indicated therein becoming generally known as the “ White Paper ` 
relief ’’), whereupon the suggested clause was withdrawn. 

Under these proposals the general principle was adopted that stocks 
should be valued “at cost price or market value whichever is the lower ” 
sublet to the following provisions, viz— 


“ A period will be allowed after the termination of the war in which to ascertain 
by actual realisation the value of the stock appearing in the account at the end of 
the last Accounting Period, and an allowance made from the profits of that period 
for any difference between the valuation and the sum realised. The period proposed 
is a fixed period of a year from the termination of the war, for all businesses. 
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The loss (if any) on only such stocks as were in hand at the end of the last 
Accounting Period will be brought into the adjustment, but the whole of such 
stocks, not individual parcels selected by the taxpayer, must be considered.” 


The fixed period referred to was extended to two years in place of 
one as a result of the debate on this matter. 


“ Base Stock” Valuations 

In this same document special provisions were made governing certain 
industries in which by established custom of trade certain fixed quantities 
of stock were taken into account at fixed prices, these being defined in 
the White Paper as follows— 


’ Certain classes of industry require to keep stocks of raw or semi-manufactured 
goods for the purposes of manufacturing processes, and these goods are frequently 
of such an imperishable character that a minimum quantity required for a business 
could be held untouched for a long period.” 


The industries in question were mainly concerned with the manufacture 
of Base Metals, and the principle embodied in these proposals is now 
referred to & the “ Base Stock ” principle. 

Allowing something for the factor of deterioration of stock, the above- 
mentioned proposals certainly in effect differentiated between the general 
body of traders and manufacturers to whom the conditions as detailed 
in the White Paper were found to apply, the latter being comparatively 
small in numbers, although individually representing businesses of 
considerable size and importance. 

It is not proposed to examine here in any detail the principles of 
“ Base Stock ” valuation, which are in themselves somewhat complicated, 
and applicable only in a restricted number of cases. Roughly speaking, 
the valuation of a fixed minimum quantity of stock of raw material 
or semi-manufactured goods, liable by its character to little deterioration, 
and from the nature of the business to be regarded as almost equivalent 
to a fixed asset, was to be admitted at fixed pre-war prices, thus auto- 
matically bringing the difference between the latter and the cost of 
replacement as a charge against profits during the period of Excess Profit 
Duty. The advantages to be derived from this method need hardly be 


pointed out. (To be concluded.) 
——— 


The Tan-Sad Pillion Seat for Motorists 


i Deane proprietors of that very useful invention, the Tan-Sad Workers’ Chair, 
have succeeded in applying its special principles to the motor cycle, and have 
produced a very comfortable and safe motor cycle seat, and a pillion seat for 
those who indulge in this popular but hitherto somewhat dangerous pastime. 
In connection with these inventions, a special Tan-Sad Insurance Policy has been 
issued by the General Accident, Fire and Life Assurance Corporation, Ltd., in 
which no extra charge is made for pillion riding, provided the Tan-Sad equipment 
is used, while any unnamed pillion rider can be included for a small extra premium. 
Further particulars can be obtained from the Tan-Sad Works, Freeman Street, 
Birmingham. 
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“ The traveller sees each account separately. It is a living person to him. The man 
in the office sees the business as a whole. The single account is a ledger folio to him.” 





The Office Staff and the Outdoor Man 


By ALBERT E. BULL 
Author of “ Commercial Travelling,” etc., eto. 


How to reconcile the conflicting points of view of the man who handles the 
customer and the man who handles the account. That is the problem which sooner 


or later confronts every head of a business. Mr. Bull’s article describes an original 
experiment of a merchant who faced this difficulty. 





O-ORDINATION is a secret of business success. It may not be 

the chief secret, but it is weighty. In the bursting years of youth 

and progress, a firm can rarely expand evenly and there is bound to be 

a certain lack of cohesion. The “ bricks and mortar ” stage is frequently 

a time in which the head of a business continually finds new problems 
in the disproportionate growth of his departments. 

Just as when a boy is growing he may not develop uniformly. His 
limbs may seem ungainly and awkward, and only approach symmetry 
when he reaches his full stature. In the expanding business this tendency 
is even more marked. Genius, in the business world, as elsewhere, has 
a habit of breaking out in unexpected places. 

But every business man knows that ultimate success consists in all 
round efficiency : that there is no object in making money in the counting 
house which is lost in the factory, or being expert in salesmanship when 
the warehouse is a bedlam of disorder. 

The effectiveness of the commercial machine depends on the goodness 
of the separate parts, and more even than this, upon their fitting into place. 
After all a wretchedly cast wheel whose teeth and cogs exactly fit is 
better, in a great engine, than the highly polished scientifically moulded 
wheel which is a size too big or too small. One will work after a fashion-— 
the other brings the engine to a standstill. 


Where Co-ordination Chiefly Fails 


The chief risk of hiatus in any wholesale or manufacturing business is 
frequently in that part where the relations of the office and the traveller 
are concerned. 

Curiously enough this risk is not so great in the early, growing years 
of a business as in the time when it has settled down to maturity and 
its steady daily work. The fact can largely be accounted for in the 
large part that salesmanship has in the early years of a business. Very 
frequently the master man who is engineering success is himself a 
traveller or has spent some time on the road, or, if this is not the case, 
the fact of his own strong personality being projected here, there and 
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everywhere, causes a human nature atmosphere in which the traveller 
is quite at hame. 

. ` The business which has become solid and staid is in danger of taking 
its first steps toward decline—and nearly always when the paralysis 
sets in, it will be found that office and travellers have been slowly 
getting out of touch with each other. 

The reader is asked to keep in mind, not the gigantic wholesale or 
manufacturing concern with a world fame, but the good substantial 
firm which has held its place for a generation and is being worked on 
approved and up-to-date lines, but largely through trusted employees 
who, as it were, grew up in their posts. 

The proprietors of the firm never travelled on business, though their 
father may have done so—the chief book-keeper, cashier and secretary 
came as office boys and never sold a shilling’s worth, or called on a trader 
to collect an account. l 


The Beginning of the Trouble 


A new generation of salesmen is representing the firm outside. They 
have been selected with care and the selection has been sound. Yet 
there begins to be a slight strain here and there between the men indoors 
and the men outdoors, trivial causes always, but indicating that the 
parts are not working quite well together. 

The first effect is that the full value of the traveller’s work is not 
gained by the firm. His efforts are discounted just up to the extent 
of the lack of cohesion. 

If may not at first be sufficient materially to affect his returns— 
but let it grow and returns must suffer. 

Now the great difficulty the indoor man has in a really well equipped 
business, in which the office is run upon approved and proper lines, is 
that when returns fall he is almost of necessity forced to believe that 
the traveller is at fault. He cannot see that it can be otherwise. 

The traveller equally, knowing his own capacity and skill as a sales- 
man, is obliged to regard the firm as being “ out of date ” and inefficient. 

As a matter of fact both the house and the outdoor man may be 
models of order and ability, but what is really at fault is the lack of 
harmony in effort. 

Very often this is not so much on account of arrangements of duties, 
rules of business, and methods of trading as it is of mental attitudes 
and mutual understanding. There are psychological reasons which 
outweigh material reasons in such relationships. 


The Saturday Morning Feeling 
“I simply hate Saturday morning,” said a book-keeper. “All our 
travellers are home with their troubles and complaints. But I’m learning 
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to give them short shrift, and teach them that business is business and 
we want no sentiment.” 

“T hate Saturday morning,” said a traveller for the same 
firm. ‘‘It seems impossible to raise a vital business point without it 
being suppressed by a trivial rule of book-keeping. Higgins’ account 
closed last week for eighteen pence and my protest not listened to. Who 
could keep a connection together ? ” 

Probably every book-keeper who reads these lines will know the 
strain upon office efficiency that some travellers impose, they know 
what some accounts and settlements would be, the terrible total that 
special allowances would assume and the general havoc... . 

They could tell stories of important queries never answered, of 
documents actually lost—taken on journey and mislaid.... 

And probably every traveller can tell of the good account that was 
closed through that silly, sly, sıLLY letter that the cashier wrote. “ As 
fast as I open one account, our ledger clerk closes another,” complained 
a traveller. It is a complaint that has been repeated in every 
commercial room in the land. ` 


Reconciling Diferent Points of View 

The difference of outlook between the indoor man and the outdoor 
man is naturally very great. Even when traveler and book-keeper 
are close friends—partners—or even brothers, there come occasions of 
disagreement in perspective. The traveller sees each account separately. 
It is a living person to him. The man in the office sees the business 
as a whole. The single account is a ledger folio to him. 

These differences can largely be overcome when there is an endeavour 
on either side to know the other man’s point of view. It is better 
overcome when there has been experience on both sides. 

But where there has been no experience and where there is no endeavour 
toward understanding a very serious fissure may open in the vital part 
of a business. 

“The letter from the ofice” which may have been a careless out- 
burst of temporary irritation, or even a seriously meant effort to help, 
has often broken the spirit of a salesman for days. 

“ That’s a pretty start for a week’s work,” said the traveller. 

“That letter I wrote them on Saturday ought to help all the 
travellers,” said the indoor man, “ it is just as well to put things clearly.” 

And now to a practical point, addressed more particularly to the 
indoor worker who overlooks the traveller’s work and has had little or 
no practical experience on the road. 

The traveller is out among strangers all the week, using methods 
that strain him, for they are psychological methods in which nerve forces 
are continually being exhausted. Unless he has the right temperament 
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he is no good as a salesman. Business capacity helps him to do;business, 
but without the proper nervous forces he will not succeed. 

He has a bias of mind to look for support of a psychological nature 
to the men he represents—the workers at home. He is their first line of 
defence and attack, and his munitions are those of the mentality and 
nerves. 

For him to receive nothing but abrupt business support from his 
headquarters is placing him in the position of a general who must cast 
his own guns and make his own shells on the battlefield. 

The traveller needs not only commercial support from his base, but 
psychological support as well—perhaps it can be better expressed as 
“ sentimental ” support. 


A Lesson for the Book-keeper 


Some time ago a merchant overheard a conversation between one of 
his travellers and the chief book-keeper. The two men were close friends 
and had been fellow employees for years. 

A day or two later the merchant called the book-keeper into his 
private office. 

“I heard what you were saying to Thomson. But I don’t think he 
quite grasped it. I was thinking of putting him in the office for a fort- 
night to let him see what the work is like, and what your difficulties are.” 

The book-keeper waited. There was more to come. 

“You might do his journeys for that fortnight,” went on 
the merchant. “It would be a change for you. When does he do 
Gloucestershire ? ” l 

“ Next week. That’s the new ground.” 

“Yes. Td like to put a second man’s effort on new ground. It will 
help break it.” 

So they changed places for a single fortnight. 

That book-keeper had a few things to forgive in ledger entries—a 
need for care in checking. But after that, there was an understanding 
he had never had before. He nourished a nightmare memory of three 
complete days that passed without an order. He had not done so badly 
as a whole, but he understood the nerve shattering effect of rebuff piled 
on rebuff in opening new ground. 

It is here suggested that every man who has control of travellers or 
any kind of influence over their work shall have some experience, 
'however brief, of actual work on the road. 

In this way one chief peril of dislocation in commerce may be avoided. 





Full details are given below of traders’ obligations under this Act, which, slightly 
amended, continues in operation, despite Germany’s acceptance of the peace terma. 
‘ee he A fh SET EEE RSAC NA ESSE 


The German Reparation (Recovery) 
Act, 1921, and What it Entails 


By J. A. DoNNAGE 


Valuable Hints for Importers 


HIS measure has become law as from the Ist April, 1921, and 
whatever our views on its ethics or expediency it provides one 
more complication for the importer and his clerk. Certain new Customs 
forms have to be prepared, and new formalities observed, regarding 
which plain and timely information may be of use. 
For the sake of clearness, let us consider British Imports under 
three heads— 
(1) From Germany ; 
(2) From European countries other than Germany ; 
(3) From Extra-European countries ; 
and examine briefly the requirements in each case. 


1. Imports from Germany 
This class must be further specified as follows— 

(a) Goods first consigned from Germany irrespective of place of 
manufacture or production ; 

(b) Goods wholly manufactured in Germany, irrespective of place 
whence consigned to the United Kingdom ; 

(c) Goods partly manufactured in Germany, unless 25 per cent 
or more of the value is attributable to processes of manufacture 
undergone since the goods last left Germany ; 

and the German Reparation (Recovery) Act, 1921, provides that with 
a view to raising a fund towards the discharge of Germany’s obligations 
under the Versailles Treaty, one-half of the value of all such imports 
` shall be paid by the importer to the British Government instead of 
to his supplier or shipper. This Reparation payment is collected by 
H.M. Customs at the time of passing the entry. A special new Form 
(No. 140 (Sale)), obtainable from the usual commercial stationers, has 
been issued. A reproduction of the form appears on page 268. A copy of 
this form has to be completed by the importer in respect of each con- 
signment of German goods. The Customs Entry Form (free entry, or 
entry for warehousing, as the case may be) is prepared as usual, but the 

following signed declaration must be added somewhere on the face— 
I further declare that the particulars shown on the annexed statement 


are true. 
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ma No. 140 (Sale). 
PM. CUSTOMS Statement as to Goods subject to the operation of the German Reparation 
eaten re (Recovery) Act, 1921. 
Port of | a Station or | 
Importation . . ve eo Nee Warehouse ETTO 
Name and Address } 
of (b) Importer ne 
Name and Address 
of (b) Consignor five res < see seere cette ete ee se se senest srst meee o on 
Ship's Name. Date of Report. : Port or Place of Shipment of Goods. 














(a) Quantity in Words, and Amount payable to 
Numberof| Description of Goods in the Comunssioners of 
Marks and Numbers. | Packages. accordance with the 5 Customs and Excise. 
Official Import List, 
d 
Total Amount payable to the Commissioners of Customs and £ 
Excise under the German Reparation (Recovery) Act, 1921 
(Signed) 
“Officer of Customs and Excise. “Importer or Agent (d). 
N.B— 
(a) The trade name of the articles must be given in all GRR No. 


instances, together with the descriptions approved 
on the Official Import List. The original invoice, 
giving details of the goods of each description, 
must be presented with this form, and if the 
ymporter wishes the invoice to be returned to him, 
he must also produce a complets copy for retention 
by the Officer of Customs and Excise. 

(b) The consignor is the last owner of the goods at the 
place from which they were procured; and the 


importer is the person by whom they were so 
procured from the consignor, . 

(c) The value required to be stated in this form is the | No. and Date of Customs 
amount which an importer would give for the Entry. 
goods if the goods were delivered to him at the 
place of importation, excluding freight and insur- 
ance, but including the amount payable to the 
Commissioners of Customs and Excise under the 
German Reparation (Recovery) Act, 1921. 

(@) Any person claiming to act as agent for an importer 
must produce a written authority from the person 
on whose behalf he claims to act. 





20444 
` 1921 
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The Form No. 140 (Salo), together with an invoice proving ‘the value 
of the goods, must be taken to the Custom House so that the 50 per cent 
payment may be made when the entry is passed. 

The invoice should be taken in duplicate, or a copy kept in the office, 
as the Customs require to see the original invoice, which they may, 
at pleasure, retain. 

The value of imported German goods to be inserted in the Form 140 
(Sale) is defined as being the amount an importer would give for them 
excluding freight and insurance, but including the amount payable to 
the Commissioners of Customs under the Act. 


Goods Exported to Germany to Undergo a Process 

An important provision is made under Section 3 of the Act with 
regard to goods which may be brought back into the United Kingdom 
after having been exported therefrom for the purpose of undergoing any 
process in Germany. In such cases the value of the goods for the purpose 
of this Act is not the value as above defined, but the price paid for the 
execution of the process in Germany, and 50 per cent only of this latter 
amount is payable to the Customs. 

Another new Form 141 (Sale) has to be completed and produced when 
such goods are first sent out of the country, to ensure their identification 
on return, otherwise the 50 per cent may be demanded on the full value. 

If a merchant desires to postpone payment of the 50 per cent he 
may, upon special application at the Custom House, and provided 
reasonable cause can be shown, be permitted to enter into Bond. 
Payment will then be postponed for a time not exceeding three months. 

Clause (2), Section 1 of the Act, says clearly that— 


the payment of any sum to the Commissioners under this Section shall, up to the 
amount of the payment, operate as a good discharge to the person by or on whose 
behalf the payment is made as against the person to whom the purchase price of 
the goods in question is due; and the receipt of the Commissioners shall be 
conclusive evidence of such payment. 


This is a definite statement, but the position likely to be assumed 
by the German consignor does not yet seem quite as definite. In some 
cases German shippers, faced by the offer of half-payments, have declined 
to fulfil contracts except at rates proportionately increased, on the 
ground that they can secure no compensating contribution from their 
Government, while in other instances the position has been accepted 
without serious protest. 


2. Imports from European Countries other than Germany 
Goods manufactured in Germany but shipped from other than German 
ports are, as indicated above, liable to the 50 per cent payment, and the 
procedure already outlined must be followed. 
All other goods coming from European ports are considered “ under 
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suspicion,” and the onus of proving their non-German origin rests on 
the importer. Unless the value of a consignment is under £5, a Consular 
Certificate of Origin must be produced at the Custom House when the 
Entry is passed. Such certificate will be furnished to the shipper by 
the British Consul on production of satisfactory evidence of origin, and 
should accompany the usual set of shipping documents forwarded to 
the British importer. 

With certain regular lines, a batch of Certificates of Origin covering 
each vessel’s cargo arrives on the ship itself and is distributed by ship 
” brokers to consignees on presentation of Bills of Lading for release. 

To the usual Customs Entry Form must be added the following 
declaration— 

I declare that the merchandise shown in this entry (1) is not first consigned 
from Germany to the United Kingdom, and (2) is wholly manufactured or produced 
outside Germany or, being partially manufactured or produced in Germany, 
25 per cent or more of the value is attributable to processes of manufacture 
undergone since the goods last left Germany. 

This statement may be written, stamped, or typed either on the face 
of the Entry (anywhere above the declarant’s signature) or on the back ; in 
the latter case the endorsed declaration must be signed by the person signing 
the entry and the declaration on the face must include the following— 


I declare that the statements endorsed on the back hereof are true. 


3. Imports from Extra-European Countries 


These are for the present exempt from the scope of the Act, unless 
the Customs have reason to suspect the origin of a particular consign- 
ment, in which case they may call for the production of evidence before 
releasing the goods. Any general attempt to evade payment by using 
devious routes may, however, be met by an extension of the Customs 
Regulations. 

Goods claimed to be outside the operation of the Act and goods not 
so claimed must be entered on different Customs Entry Forms. Goods 
imported by Parcels Post.come under the regulations already described, 
so far as they logically apply. 

Recapitulating for rapid reference, the requirements for Customs 
Clearance under the Act may be summarized as follows— 





3 


` 2 
European Goods claimed 
opens ds the A ao Extra-European Goods. 


Form 140 (Sale) Certificate of Ongin 






Customs Entry with No change 


Customs Entry with clause 
added signed declaration 


Invoice in duplicate 
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It should be noted that, according to the wording of the Act, the 
declarations on face and reverse of the Customs Entry Form and the 
special Form 140 (Sale) have to be signed in the presence of the Customs 
Officers, and the individual passing the entry must sign his own name 
and state his position in the firm. For instance, “ John Brown & Co. 
per A.J.E.” will not pass. “ A. J. Evans, Clerk (or Manager, or Dtrector, 
etc.) to John Brown & Co.” is required, and the signatory will be held 
personally responsible should any mis-statement be ultimately revealed. 
At the moment, H.M. Customs staff are acting strictly up to the letter 
of the law, consequently the utmost care is necessary in furnishing 
particulars for Customs Entry. 


Authority to Agents 

Importers frequently leave the whole of their clearing work to a 
Shipping and Forwarding Agent, and in framing their regulations for 
working this measure H.M. Customs have had this point in mind. 
A general authority may be given by an importer and deposited at the 
Custom House, permitting the named agent to sign all documents and 
attend to all formalities arising from this measure; and doubtless most 
Shipping Agents will rapidly become conversant with the position in 
the natural attempt to secure business. 

In London, the Port Authority are undertaking the work of clearance 
through Customs for a nominal charge, and are accepting from merchants 
a general guarantee worded somewhat as follows— 

In all cases where on our behalf you make Customs entries of goods coming 
within the provisions of the German Reparation (Recovery) Act, 1921, and lodge 
the necessary declarations and documents supplied to you by us, your clerks 
when employed for these purposes are hereby authorised to act as our agents, and 
to make all declarations and sign all necessary papers for this purpose as such 
agents. 


In consideration of your undertaking these services on our behalf we hereby 
agree to accept all responsibility arising therefrom. 


Despite the regulation permitting the employment of agents, the 
Commissioners of Customs maintain that the individual actually signing 
the documents will be held personally responsible, and it remains to be 
seen whether in practice the above or any other form of guarantee will 
be held successfully to transfer the responsibility from agent to principal. 
It would appear to the writer that the agent is only protected by the 
good faith and standing of his principal in the event of trouble arising 
through the submission of details which ultimately prove incorrect, but 
on this point a definite ruling must be awaited. Í 

One hopes the Customs will recognise the awkward position created, 
and where written authority is held, pursue any query direct with the 
principal. 
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Exceptions 

The German Reparation (Recovery) Act, 1921, does not apply to 
transhipment goods or to goods imported for re-exportation after 
transit through the United Kingdom, provided such security as may 
be required is given for re-exportation. 

Since its inception, the Act has already been relaxed appreciably 
as regards the production of Certificates of Origin. These documents 
need not now be produced in respect of certain goods although consigned 
from Europe, provided the officers of Customs have no ground to suspect 
that they are subject to the Act. Declarations of non-German origin 
are, however, still required for these goods— 


(a2) FOOD AND DRINK 
From ALL COUNTRIES— 


Eggs in shells Condensed Milk 
Maize Raw Fruit 
Bacon and Ham Green Vegetables 
Fresh and refrigerated meat of all Olive Oil 

kinds, including Poultry and Currants 

Game, alive or dead i 
Butter Raisins 
Cheese Gin 


Fish, fresh or canned 


From SPECIFIED COUNTRIES—— 


Potatoes and Onions from France, Spain, Portugal, and Mediterranean 
countries. 


Wine, Brandy, and Liqueurs from France, Spain, Portugal, and Italy. 


(b) OTHER PRODUCE AND RAW MATERIALS 
From ALL COUNTRIES— 


Bulbs, except Lily-of-the-valley Roofing Slates 

roots Pyrites of Iron and Copper 
Cork (unmanufactured) Raw Silk, Knubs and Noils 
Cut Flowers Flax 
Marble, Limestone, Sandstone, and Flax Seed 

Ganister Mechanical Pulp 
Sulphur Esparto Grass 
Ice 


From SPECIFIED CouNTRIES— 


Wood and Timber from France, Spain, Sweden, Norway, Finland, and 
countries on the Mediterranean. 


Granite from Norway and Sweden. 


Iron and other Metalliferous Ores and Scrap from all countries other than 
Denmark, Holland, and Belgium. 


(ec) MANUFACTURED ARTICLES 
From ALL COUNTRIES— 
Strawboard Safety Matches 
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(d) MISCELLANEOUS 
From ALL Countrizs— 


Household and Personal Effects of persons entering the United Kingdom. 

__ Empty Bags, Sacks, Casks, or other similar receptacles provided satisfactory 
evidence is produced that they were originally exported from the United Kingdom, 
or if the importers make a declaration of non-German origin. 

Newspapers and other Printed Matter of non-German origin, printed in any 
language other than German. 
Coin and Bank Notes of non-German States. 


Relaxations 

Under Section 5 of the Act, power is vested in the Board of Trade 
to grant relaxations on the recommendation of a Committee appointed 
by the Board, in the direction of exempting from payment or reducing 
the proportion payable on articles of any class, make, or description. 
This power should not be lost sight of by importers, who thus have a 
chance of righting, through their Chambers of Trade, any alleged 
hardship disclosed by the working of the Act. 

An attempt has here been made to set out in concise form exactly 
what is required from merchants under the German Reparation (Recovery) 
Act, 1921. Whether or no the statute will achieve its object or whether 
it will tend rapidly to kill the re-awakening trade with Germany to the 
advantage of the British manufacturer, are still points of fierce discussion 
in trade circles, and on them we must leave the reader to form his own 
opinion, 
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The Capital Value of Coal 


HE capital of the coal in Great Britain at the present time is limited. 
The most recent estimates credit the world 7,400,000 millions of 
tons, of which 190,000 millions are in Great Britain. But we are using 
this more quickly than other countries ; our annual production is about 
one-twentieth of the world’s production. Guesses at the duration of 
our supply include uncertain factors, such as the rate of output, changes 
in the value of known seams, possible discoveries of new seams. But 
comparisons may be made, and there is good reason to believe that the 
duration of the North of England coal will be somewhere between 100 
and 200 years of our other coalfields, say, 250 years ; of the coal in Upper 
Silesia 1,000 years. Even before the war the question was being anxiously 
raised—Are we getting the best value out of our coal? During the war 
it was urgently debated by Ministries, committees, and individuals. 
The coal strike gives a forecast of the consequences of a reduced coal 
supply, and increases the demand for a scientific answer. 

The stage has not yet been reached when it is possible to contemplate’ 
control of the consumption of coal. But it is coming near enough for 
such crude processes as burning coal in the open domestic grate or the 
furnace to be falling into disfavour ; even legislative action against them 
has been discussed, and very active debate and much acute scientific 
investigation are being devoted to the means of “ cooking ” coal so as 
to get the best value out of it. 

At present two rival methods of treating coal compete for approval, 
the advocates of the one strongly criticising the other. The gas engineer 
distils coal at a temperature of 2,000 deg. F. His primary aim is to 
produce the largest quantity of gas, a substance which he can market to 
the utmost capacity of the production. His industry is old, and has been 
brought to a high stage of technical perfection. The bye-products— 
sulphate of ammonia as manure, and tar as the basis of the chemical dye 
industry, with a residuum useful for road repairs—are also a large source 
of income. And the hard coke, the final result of the destructive process, 
is used in industries and, to a less extent, as domestic fuel. He has earned 
the right to pride in his success, but it is one of which the primary criterion 
is adaptation of the products to the market rather than abstract thermal 
economy. 








Management which leads and not merely directs, which encourages honourable service 
and secures discipline through loyalty rather than fear—this is our contributor’s ideal. 





What Industry Expects from 
Psychology 


By a STUDENT or LABOUR 


(Concluded from page 182) 


Hee then, are we to treat our workers in order to get them on our 

side ? What can we do to remove the old feelings of distrust and 
hostility, and how can these be replaced by co-operation, loyalty and 
enthusiasm ? 

In the first place, it seems to me that we must regard the selection 
of new workers as of equal importance with the selection of new 
machinery or the purchase of raw material; and immediately we are 
faced with the difficulty of knowing what to look for and when we have 
got what we want. From the very nature of things there must always 
be some uncertainty. You cannot order a new worker by specification. 
You have got to select the best from a conglomeration of good, bad and 
indifferent ; and this must be done wisely and carefully, remembering 
that although there must always be uncertainty, yet the human material 
is one of the most important things to be bought. 


The Training of New Employees 

Having once obtained suitable human material it is possible to train 
and develop it to a higher degree of efficiency and this is of the greatest 
importance ; but first of all we must be sure that we have got something 
which is teachable and worth training. It is probable, even to-day, 
that in the average firm insufficient attention is paid to the hiring of 
new workers, and less to developing and training them. More often 
than not employees are left to learn their job by imitating the next 
man. As has been ably stated—Tom imitates Bill, and Bill learnt from 
Joe who never knew it. The old way was to allow a new worker to pick 
up his job as best he could; no one was taught to do his job properly, 
and everyone muddled along to the best of his ability. In this way 
habits of work were formed without any reference whatever to efficiency, 
and these bad habits have been handed down from worker to worker 
with the result that they are really regarded by the workers themselves 
as the only way. 

It is not going to be an easy thing to change bad habits for good, 
at any rate until the worker himself is willing for the change. Besides 
the natural conservatism of the workers in this respect we have got to 
reckon with the lurking suspicion that every change is merely another 
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expedient to wring money out of the working classes. Changes of this 
kind will always meet with opposition, and the difficulty must be 
approached with sympathy and tact. We must get the worker to recog- 
nise the employer’s fairness and justice, and show him that the change 
will result in increased benefits for himself. But I would say that changes 
of this kind should come slowly and be accompanied with suitable 
rewards and increased confidence. It is easy to do the job from force 
of habit ; it requires a definite amount of brain force to form a new 
habit. Hence the necessity for going slowly. 

In this matter of training and the formation of new habits it does 
not seem advisable to make a foreman responsible. As a rule, he has 
more pressing calls on his attention. The best way, perhaps, is to have 
properly qualified instructors, although in the absence of these quite 
good results can be obtained by utilising the best workers for this 


purpose. 


Teach the Worker Economics 

Nor should the education of the worker stop at mere manual dex- 
terity. I have already referred to certain false doctrines which are 
held widely by the working classes, and have expressed the opinion 
that employers have been to blame because they have not thought it 
worth while to explain things to their men. We must remember that 
the average factory worker is little more than an overgrown child, and 
even the simplest principles of business and economics are difficult for _ 
him to understand. It seems to me that we should aim at developing 
his understanding. We must teach him to reason things out for himself 
and not to rely implicitly on his trade union representatives and windy 
agitators at the street corner. 

We must make him see the employer’s side of a question, as well as 
his own. If we can do this, and obtain his confidence and trust, there 
need be no fear of the seed of disloyalty which may be planted by the 
professional agitator. The pity of it is that the worker is allowed to 
listen with open mind, ready to absorb the first idea that may be pre- 
sented, and the employer is left with the difficulty of rooting out first 
impressions. I do not propose to say what is the best method of educat- 
ing workers to this end; I merely suggest this as a wide field for study, 
inasmuch as employers have never paid such high wages for work which 
is often so far from satisfactory. The waste and loss from this factor 
is tremendous. There can be little doubt that it pays to get the right 
man and keep him. The waste owing to new workers is much greater 
than is often realised. It has been estimated that every new worker 
costs his firm anything from £2 to £40 irrespective of the effect that he 
may have on the others. It does not pay to be always hiring new 
workers, and the increase in wages which is granted to the proved man 
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is merely an insurance against incompetence that is well worth while. 
The aim should be to obtain the right man and give him every oppor- 
tunity of increasing his efficiency, and to keep him as long as possible; 
in other words, to make his job a permanent one. This is what the 
average worker wants. 


The Link Between Management and Labour 


I would suggest, further, that the Welfare Movement offers consider- 
able scope to the right person for building up a contented and efficient 
force of workers. But care must be taken to prevent tbe worker from 
regarding the movement as philanthropic or charitable. It seems to me 
that it should be a positive movement having as its object the preparation 
of the ground for mutual understanding between master and man. 

One of the reasons for the present discontent is that the old personal 
feeling has disappeared. In the old days the employer took a kindly 
personal interest in each of his men. He knew him by name ; he under- 
stood something of his difficulties and family life; he mingled with his 
workers and spoke to them. With the coming of large companies this 
personal relationship ceased. Not only did shareholders know nothing 
of the rank and file, but even the management was deprived of the oppor-.- 
tunity of meeting and knowing the workers. The worker gradually 
came to feel that he was a mere number on the register, a person of no 
importance, receiving no consideration and no appreciation for what he 
did. It seems to me that the Welfare Movement should supply the link 
between management and labour. It should supply the personal touch 
enabling the employer to study his workers collectively and individually, 
and offering the worker a ready approach to his employer with his 
difficulties and grievances. Incidentally it may perhaps be the best 
means of studying such questions as fatigue, as the relationship already 
developed would enable this great question to be considered without 
bringing in distrust and suspicion. 


The Incentive to Higher Production 


This is all good so far as it goes—but do not let us overlook the fact 
that human nature demands a more definite incentive. There must 
be something in the nature of a reward to induce us to do our best, and 
from the nature of things what the worker wants is higher wages. 

Reference has already been made to the old belief in cheap labour, and 
even to-day the average employer often makes the mistake in considering 
the amount of wages instead of the value of the work that he gets for it. 
We are gradually learning that cheap labour is bad labour, and efficiency 
cannot be expected from workers who are dissatisfied. The employer 
has got to welcome high wages not only because his workers are likely 
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to benefit, but because he himself, and his business, and the country 
as a whole will benefit still more. Low wages are never accompanied 
by high efficiency and seldom, if ever, by invention. High wages 
stimulate invention, and, under a suitable stimulus, who can define the 
limits of improvement that invention may bring? We have only to 
refer to the development during the last few years to realise the truth of 
this. High wages coupled with high production bring great prosperity, 
not only to the worker but to the firm itself, and to the country as a 
whole. 

The workers must have confidence in their employer. They must 
believe and know that they will benefit beyond question from the 
increased production resulting from their greater efficiency. The bogie 
of cut rates must be banished for ever. Unless the workers are convinced 
of their employer’s sincerity in this respect they will never of their own 
accord give their utmost. 


Value of Proper Appreciation 


We have spoken of the need of getting the right man and making 
the most of him, and as he develops and his abilities increase he should 
be made to feel that there is always something better beyond. He 
should know that when he proves his fitness for promotion he will get 
it. There is nothing like promotion from the ranks, provided always 
that the promotion is earned by something more than length of service. 
Length of service should be recognised in every possible way, but there 
must be increased ability to fit a man for a higher post. Above all, 
let us not forget that every human being craves for notice and apprecia- 
tion. Even a dog or a horse looks for his master’s pat and if this is 
withheld becomes moody and dissatisfied. We recognise this principle 
when we take notice of our dog, and yet how very few employers do as 
much for their individual workers. How often is a man held back from 
doing his best because he feels that his work is unnoticed and unappre- 
ciated, and yet is it not true beyond the shadow of a doubt that judicious 
praise can do infinitely more than blame and faultfinding ? Something 
of this is being realised in modern education, where the doctrine of 
repression is giving place to a more positive doctrine of praise. And 
after all there is a great deal in common between the outlook of the 
factory hand and that of the child. Both respond largely to sympathy 
and kindness; both may be led to do willingly what no amount of 
coercion could have compelled them to do well. It seems a pity that 
what is being applied with such happy results in the education of the 
child cannot be applied with equally satisfactory results to the parent. 

We have reached the conclusion that our prosperity, our very life 
as a great industrial nation, depend on the working together of master 
and man with the common aim of obtaining the highest possible 
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production. We have also seen that happy results can only be obtained 
from the co-operation, loyalty and enthusiasm of the working forces. 
How, then, may we best obtain the interest and will of our workers ? 
How may we prevent the waste and loss resulting from strikes? How 
can we make of our workers a machine in which each cog does its work 
smoothly and well? This is the essence of good management. It is a 
very large subject, and I only propose to emphasise what I have already 
indicated as being in my opinion the only satisfactory method of 
approaching the question. The successful traveller makes a point of 
knowing his customer, and by this I mean understanding something of 
his character and peculiarities. It would seem that this principle must 
be applied inside the factory as well as out. We have got to under- 
stand the worker and look at things from his point of view. We have 
got to give him a square deal. We have got to treat him with fairness, 
sympathy and trust, and to remove his fear of losing his job. We have 
got to encourage him to increase his efficiency in every possible way. 


The Personal Touch 

We must also give him a definite personality to stir up his loyalty 
and enthusiasm. Few men are capable of loyalty to such an indefinite 
thing as a board of directors. It conveys nothing to their minds. It 
requires some one person who shall stand in the eyes of the workers as 
the definite and tangible offer of all that is best in the firm. It is the 
personal touch alone which can play upon the discordant heart-strings 
and blend them into harmony. This is the day for men of character 
and education, men with a large outlook on life. And just as it is 
difficult to deceive a dog into thinking that you care for it when you 
don’t, so it is equally difficult to impose on the workers in this respect. 
They are very quick to realise the difference between a man whose - 
heart is in his work, a man who really endeavours to understand their 
difficulties and give them fair treatment, and him whose profession 
of sympathy is merely a cloak to cover a mind which has sunk into 
time-honoured ruts and is too lazy or too indifferent to make a real 
effort. 

With this type of man it is useless to expect a high state of enthusiasm 
among the workers: and in this connection do not let us overlook that 
most important class which goes between and links up management 
and labour—I mean foremen. It is of the utmost importance that they 
too should receive not only some definite training in the understanding 
and handling of men, but that every possible means should be taken to 
develop their energy, loyalty and enthusiasm to the highest possible 
pitch. It cannot be realised too strongly that the development of 
efficiency in the factory must inevitably rest largely on their shoulders, 
for it is they who carry out the policy laid down by the management, 

279 





Business - Orgamsation - and - Management 


and the success or failure of that policy, at any rate so far as it relates 
to men and women, rests very largely on the spirit in which it is carried 
out. ' 
It is impossible to leave this subject without at least making mention 
of the importance of mass meetings and works councils, having as their 
object the giving to workers of a voice in the conditions, hours, and 
wages of their factory, as well as the right of appeal in any case where 
it is felt that justice has not been received. Let us also recognise the 
wisdom of those firms who have endeavoured to bind their workers to 
them by social ties and bonds of harmony. Music, games, flowers, 
housing, the provision of medical assistance—all these are helpful, but 
space does not permit of more than a passing mention. 


Business as a National Service 

The day is passing, even if it has not already passed, when each firm 
can consider its business without reference to the welfare of the nation 
as a whole. During the war we have learnt that each citizen has a 
national duty to perform in resisting the King’s enemies. We have now 
to learn that every employer and every worker has a national service 
to give which is equally important and every bit as necessary for the 
future prosperity of the country. 

It is a great and noble ideal which places the nation’s needs before 
those of the private individual, be he master or man; and there can be 
little doubt that if the worker is taught to regard this duty in the proper 
light he will do his part as nobly as on the blood-stained fields of France. 
It is for the employer to teach him, to give him something definite at 
which to aim, and to assist him and encourage him to hit the mark. 
The difficulties to be overcome are many. Human nature at best is 
weak and unreliable ; it is subject to unexpected gusts of passion, and 
few men can feel competent to undertake such great responsibilities 
without careful preparation. The fact that so many representatives 
have undertaken the careful study of this problem is evidence that we 
realise its difficulty and our own imperfections, and at the same time 
the guarantee that it is, in fact, being approached in a positive and 
earnest way. We recognise in part the ideal before us and know that 
it is gloriously worth while. 

In my humble way I have ventured to point out some few mile- 
stones by the way. I have endeavoured to indicate some of the 
stumbling-blocks which will oppose our progress ; but of the limitations 
of thy vision I am painfully aware. The path is still dark. It is for 
us to disperse the gloom by the light of riper knowledge and experience— 
in a word, to make plain the way of our national salvation. 





More of Dr. Ellis Powell's delightfully witty stories, illustrating the human side of 
business life. 


Table Talk on Business Topics 


By Dr. Erus POWELL, 
Formerly Editor of the “ Financial News.” 


| ree month we were chatting about the unwisdom of the man who 
invests capital in return for the promise of employment. We saw 
many reasons for distrusting such arrangements, and for advising small 
capitalists to keep them in a very distant offing. In contradistinction 
to the man who is deluded into buying a position comes the 
independent youngster (nowadays a very common phenomenon) who 
has the chance of occupying a family berth, and flatly refuses to do 
so. I have known quite a number of instances where this obstinacy 
has caused no small family embarrassment: though, truth to tell, the 
father who pretended to be offended and disconcerted was at heart 
rather proud of the sturdy self-reliance of the son. These things 
upset and disorganise family arrangements, but after all they exhibit 
just the species of independence and enterprise which have gone to make 
this country what it is. When the third Cornelius Vanderbilt left school 
he found employment on his own account without ever going near his 
wealthy and influential grandparent, much less asking him for assistance. 
The old ‘‘Commodore,’”’ as he was called, only heard the facts by 
accident when he was told by a friend that his grandson was doing very 
well. 

“ Why,” said the Commodore, “‘ this is the first I have heard of one 
of Bill’s boys being with you. Which one is it ? ” 

“ Cornelius,” was the answer, “ and a fine manly lad he is, too.” 

“ I wish you’d ask him to come and see me this afternoon on his way 
home from the office,” said the old Commodore. 

The grandson duly called. 

“Why didn’t you apply to me,” said grandfather, “ instead of going 
out on your own?” 

Young Cornelius replied very seriously, but very respectfully, “I 
had made up my mind that I would never ask you for anything.” 

Delighted with the lad’s independence of character, the “ Commodore ”’ 
added a codicil to his will, leaving him a million dollars. In telling the 
story, however, I am unable to guarantee that all grandfathers would 
take the same view or do the same thing. Some of them might regard it 
as rank insubordination, and add a codicil which cancelled a legacy 
instead of creating it. 


Psychology of the Fugitive 
I fervently hope that no reader of these lines will ever know what 
it is to search for an absconded “ employer,” who has gone off with the 
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money entrusted to him by some confiding employee. Alas! there is 
nothing new under the sun. In 1636 Thos. Powel, gent. (no ancestor 
of mine, so far as I know) was at the pains to analyse the conduct of a 
person who was keeping out of the way of his creditors. In The 
Mistery and Misery of Lending and Borrowing, Powel tells us that a 
“ conscious cautious debtor ” will display certain infallible “ markes.” 
Of these there are four— 

1. Uncertainty of meeting ; 

2. Obscurity of walinng ; 

3. Variety of lodging; and 

4. Inconstancy of abiding. 


(£3 


Characterised by these propensities, the debtor “at the lanes end 
ever looks behinde him: and after hee is once turned out of sight hee 
mends his pace at an extraordinary degree of footmanship, till hee have 
gained some ground of the followers. He hath a catalogue of al tavernes 
with backe doores, especially to the water side.” This is a fine piece of 
business psychology. Written when Charles the First’s head had still 
thirteen years to spend upon his shoulders, Powel’s analysis is so sound 
and exhaustive that I doubt if it could be improved upon even by some 
of the experts who labour under the auspices of Stubbs’s Gazette or the 
various trade protection societies. 


Modern Excuses Anticipated 

Powel anticipates some of the ’cutest modern business tactics, as 
adopted by the most approved practitioners. How familiar, for instance, 
is the polite excuse, made to the would-be borrower of a “ tenner ” or a 
“ pony,” to the effect that the money is out, but that as soon as it comes 
in it will be cheerfully lent! Powel knows a money scrivener (or broker, 
as we should say) who proffers exactly the same pretext. “Let me 
see,” says he to the eager client, ‘‘ there comes in this night of Sir Sam 
van Synker’s money five hundred, and to-morrow as much more. I 
can supply you from one hundred to ten out of that, as occasion require. 
How say you?” The client, it is superfluous to add, does not want to 
be asked twice. He says “yes”; it will suit him uncommonly well 
to borrow some of the money returned by Sir Sam. But when he calls 
for it the next day he cannot find the scrivener at home ; and when at 
length he runs him down, after a whole day spent in the search, the 
scrivener is saying his prayers, and cannot be induced to suspend his 
devotions for the sake of Mammon. Many a patron of Moses, Aaron & 
Co. finds the same elusiveness, and a corresponding sanctity, in 1921. 
But in spite of it all, the facts remain much as they were when once in 
the House of Commons somebody alluded to the world’s debt to Jewish 
initiative, and Palmerston said: “I quite agree with the right.hon. 
gentleman. Many of us owe a great deal to the Jews.” 

282 


e 


Table Talk on Business Topics 








Banking for Eternity 

As a rule the higher banking policy is so inscrutable that the mere 
outsider cannot attain unto it. Just at the moment, however, he is in a 
better position. By utilismg the methods of Sherlock Holmes he can 
deduce the conviction of the great bankers that the process of amal- 
gamation has come to an end. In every rising suburb there are to be 
seen new bank branches in course of erection. In the majority of cases 
the title of the bank is being engraved in large letters in the actual stone- 
work of the building. This kind of thing is indelible. It obviously has 
a double significance. In the first place, it amounts to a claim of per- 
manent solidity which is completely justified by the record and position 
of the great British banks. In the second, it argues the banks’ own 
belief in the improbability of any more amalgamations which would 
have the effect of changing their titles, since these could not be altered 
without practically reconstructing the buildings on which they have 
been cut. What a long way we have travelled since it was said of a 
wealthy banker that the very hat he wore was the one which Judas 
left under the tree when he hanged himself! How far we have come 
from Bishop Sanderson’s regret that “a Man should be born for nothing 
else but to tell out Money and to take in Paper ” ! And how history is 
falsifying the forecast of the seventeenth century pamphleteer who 
declared that banking and republicanism always went together, and 
that if we tolerated banks in this country nothing could save us from 
being transformed into a republic! For 250 years at least we have been 
infected with the virus of banking, and still we retain our monarchical 
predilections. 


Rae Re-perused 

Talking about banks and banking, I have lately been re-perusing 
George Rae’s “ Country Banker.” As we have no really good financial 
novel I turn to Rae whenever I want to study human nature, from the 
point of view of finance, in a series of brilliant cameos. The ‘‘ Country 
Banker ” purports to be a series of letters written by Rae to the manager 
of the Oxborough branch of the District Union Bank. There is not 
elsewhere in our language such a collection of financial shrewdness, 
insight, picturesqueness, and all-round knowledge of human nature in 
all its various types as seen from a business point of view. In his 
presentation of banking life and philosophy as the banker himself sees 
it, Rae is as good as any novel could have been, no matter if the pen had 
been that of Charlotte Bronté or George Eliot. 


All About Overdrafts 


For instance, look at these delightful paragraphs about the philosophy 
of overdrafts— 
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You cannot, in every case, it is true, move in a right line towards a given prin- 
ciple in banking. Circumstances, like a contrary wind, may cause you at times 
to deviate a point or two from your direct course, but you can always keep heading 
towards it. 

When Squire Oakfield, for instance, sends his cheque in without notice, and 
overdraws his account a thousand or two, although he has thus violated one of the 
cardinal principles of your rules and regulations, it would not be wise, however 
regular it might be, to dishonour the cheque, because the squire is at once a wealthy 
and a choleric gentleman, and probably believed that by overdrawing his account 
he was bestowing a favour rather than receiving one. You cannot afford to quarrel 
with the squire. You will prefer to follow a famous example for the moment, and 
turn your blind eye upon the strict letter of your instructions, because, in addition 
to himself, his agents and tenants and many of his nearest relatives bank with you. 
There is a time for gathering stones and a time for throwing them away, but this 
would not be a prudent occasion for the scattering process. Once cast away the 
squire’s goodwill, and drive him to the other bank, and without any hostile action 
on his part, he will soon have a perceptible following. 

Again, a certain account may of itself be less operative than your rules stipulate 
for ; and yet it may not be politic to call the balance up. Like the squire’s, certain 
accounts have roots. Your unprofitable client may have friends and relatives 
among your customers, and in pulling his account up you may root others up 
along with it. In this as in the previous case, you will guide your course not by the 
valueZof the one account, if it be absolutely safe, but rather by the value of the 
group. 

Notice that this is not only a philosophy for the bank manager, but 
a hint for the client. Perhaps the modern customer cannot go the length 
of Squire Oakfield, but if his account be old and valuable, he can travel 
part of the way, even where a supposedly soulless joint-stock bank is 
the other party to the bargain. While Rae is providing “ tips” for the 
manager, the customer need not go without a few of the crumbs that 


fall from the well-served table. 
The Dark Horse 


The supposed recipient of Rae’s letters was appointed manager because 
of negligence on the part of the previous occupant of the post. The 
negligence consisted in his failure to keep an eye on the account of one 
Bargood. If that account had been properly scrutinised, says Rae, the 
bank would not have been involved in the loss arising in Bargood’s 
ultimate failure. Here is Rae’s analysis of the circumstances (Mr. 
Littleworth being the previous manager)— 


There appears among Bargood’s acceptances an occasional one to Laxey and Co., 
thus indicating the existence of cross-paper between the parties. While Bargood 
at Oxborough was raising money by drawing fictitious bills on Laxey and Co.— 
bills for “ value received ” in nothing—they, on their part, were hocussing their 
bankers with bills drawn by them on Mr. Phillip Bargood for a like consideration. 
It never occurred to Mr. Littleworth that these bills were being manufactured 
simply to raise the wind ; still less that they would be represented by that element 
alone when the wrecks of the two estates came to be marshalled for final distribution. 

On Jan. 5th, 18—, to refer once again to the account, you will find a debit 
of unusual amount: “To A.B., £1,500.” A few months later on this mysterious 
payee figures for another £1,500, and once again a cheque in his favour for a similar 
sumis debited. Now the other cheques drawn upon the account, from first to last, 
are of moderate amount, in no instance exceeding a few hundred pounds. These 
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abnormal debits, therefore, would have justified the inference that they represented 
transactions lying outside the regular course of Bargood’s business. And why 
drawn in blank? His other cheques are openly drawn in favour of somebody, or 
in Pay pent of something ; but who was A. B., and why his initials only and not his 
name 


A Caustic Finish 

When Rae reveals the secret of A. B.’s identity, he touches a spot 
which has been the weak point of many over-optimistic people— 

oe dark horse—the “ A.B.” of the cheques—was, of course, Mr. Bargood 
himself. 

The money went into a mine, which he and his co-adventurers ardently believed 
would prove a second Golconda, and make village Rothschilds of them all ; whereas, 
the mine proved to be only rich in water. It yielded that in fathomless quantity; 
the pumps were worked night and day for years, and the shareholders were pumped 
out, but the water never. 

When Bargood came to a stoppage and final breakdown, and the facts which 
we have glanced at became known to the directors, Mr. Littleworth was allowed 
to resign the position which you now occupy. 

How brilliantly vivid it all is, and what a business education you can 
get out of the intelligent perusal of it! If you are fired by the desire 
to read, there is a nice edition, with an introduction by Mr. F. E. Steele 
(of Parr’s Bank) and a portrait of Rae himself, published by John Murray. 
Add it to your fireside bookshelf, and you will understand all the better 
what old Fuller meant in saying: “ When there is no recreation or busi- 
ness for thee abroad, thou may’st have a company of honest old fellows 
in their leathern jackets in thy study which will find thee excellent 
divertisement at home.” Only nowadays we dress these honest old 
fellows in cloth rather than leather, for leather is too great a luxury at 
the present rate of income tax. 


A Veteran of the West 

For a romance of business in real life that of Mr. A. B. Calder, one 
of the heads of the Canadian Pacific Railway, will take a lot of beating. 
“A. B.,” as his friends affectionately call him, has just been in London, 
re-cementing many alliances on this side. Not the least remarkable fact 
is the survival of his father to be the witness of his son’s conspicuous 
success. I had the privilege of a long talk with Calder pêre in Winnipeg 
last summer. He remembers the Metropolis of the Canadian West 
when it was a mere handful of shacks in the middle of the boundless 
prairie, and when the nearest railway was a thousand miles away. And 
to-day the railway yards of Winnipeg occupy as much ground as a good- 
sized London suburb! To have seen it all happen, and to be the father 
of a railway administrator who has played a leading part in bringing it 
about, must constitute very pleasant reflection and retrospect for the 
veteran of the West, whom I discovered to be a very “ spry ” and alert 
observer of all that was going on. So much I had written when I found 
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myself at the dinner table between Sir Arthur Holbrook (the member 
for the Basingstoke Division) and Sir George McLaren Brown, the 
European Manager ‘of the Canadian Pacific, both old friends. The 
encounter provided a fresh point with regard to the perennial youth of 
surviving patriarchal ancestry. Sir Arthur, though he has passed the 
limit fixed by the Psalmist, is as prone to pranks as a boy home from 
school. As for my other neighbour, I told him of Mr. Calder’s veteran 
father, whom I had seen at Winnipeg, over 80 years of age. 

“ Had you called when you were at Hamilton you would have seen 
mine,” replied Sir George; “ he is 95, and still in the full possession of 
every faculty.” 

The moral is that if you want to live long you should stick to business, 
and keep going right up to the finish. Who rests, rusts. 


New Blood at the Bank 


The appointment of a Canadian director of the Bank of England 
certainly shows how the waves of financial progress are sapping the 
conservatism of the old lady who dominates Threadneedle Street. Down 
to the present time the Bank Board has always been a mercantile rather 
than a banking aggregation. One hundred years ago it was boasted 
that the board consisted only of staid old merchants. This policy, 
however, was abandoned in the ’seventies, confessedly in order to 
initiate something a little more vigorous. According to a critic of that day 
(one of the Cave family) ‘‘ whenever the Bank of England board wanted 
a new Governor they looked about for a man of ability who had made 
a large fortune for himself as the proper person to be employed in making 
a large fortune for others.” This new idea was applied not only to the 
Governorship but to the directorate, so that we find Walter Bagehot 
writing in the first edition of the famous Lombard Street— 

I remember seeing a very fresh and nice-looking gentleman and being struck 
with astonishment at being told that he was a director of the Bank of England. 
I had always imagined such directors to be men of tried sagacity and long ex- 
perience, and I was amazed that a cheerful young man should be one of them. 
I believe I thought it a little dangerous. 

Well, if it was, the danger has been a long time materialising. Oh, 
those old fashioned corpulent directors! I once wrote a paragraph 
satirising their puffing and blowing, after the ascent of three or four 
flights of stairs, in the days before city buildings were equipped with 
lifts. I finished with a graphic description of their arrival at the top— 
“ Here they come, after their climb.” Happily for myself I saw the 
article in proof, for the compositor had entered into the spirit of the 
story, and set it as “ Hear them curse, after their climb.” No doubt 
their ejaculations were painfully audible and regrettably profane, but the 
attempt to bring them into the picture was the compositor’s, not mine. 
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“ It ia recognised as better to seoure the active co-operation of a worker as a thinker 
than to specify for him a round of meaningless toil.” 





Reviews - 


Management 
“A Study of Industrial Organisation.” By JoHN LEE. (Pitman.) 6s. net. 


The author of this book in his preface says that management has yet to be 
raised to the level either of a science or of an art. If, as we believe, management 
is an art based on and requiring all the resources of science, if follows that the indus- 
trial administrator must be a cultivated man of wide knowledge, sympathy and 
personality, who has been trained in a scientific method. There are, unfortunately, 
at the present time many books on management written as if the average manager 
were an immature student of poor mentality, and it is not surprising to find that 
business men either condemn or ignore in silent contempt a great deal of the matter 
which exudes from the press on management methods, a subject about which it is 
unfortunately easy to write. In such works no appeal is made to the reader’s 
imagination, and there is no sense of style. They suffer from that rigidity of appli- 
cation, over-classification and lack of understanding of men which characterises 
much so-called scientific management. 

This book recognises that if principles are right applications in particular cases, 
are relatively easy, and do not need elaboration to intelligent managers. There 
is not a diagram, chart or form illustrated and the whole forms a sane contribution 
from a writer who understands the difficulties of management. When the subject 
is carefully analysed the contribution which European culture and scholarship 
can make towards the solution of management problems is extraordinary, and 
Mr. Lee has not hesitated to draw upon this material. The basis becomes one of 
science and not pseudo-science. 

In chapters dealing with Industrial Control, Functional Management, Directive 
Management, Promotion and Leadership, Scientific Management, Welfare, Wages 
and other prominent industrial problems it is shown that the demand for control 
of industry is unwise unless sufficient is set aside to provide for expansion and 
progress, i.e. unless the workers become capitalists. The influence of the inde- 
pendent salaried administrative expert is emphasised, particularly with respect to 
over-organisation, which saps individual responsibility and thereby restricts adap- 
tation and expansion to meet new conditions. There are a number of trenchant 
and valid objections to so-called scientific management through its inability to 
take into consideration temperamental differences between workers, which mean 
so much. It is recognised as better to secure the active co-operation of a worker 
as a thinker than to specify for him a round of meaningless toil. Mr. Lee’s ideas’ 
of a suitable alternative theory to Scientific Management are tentative and only 
faintly shadowed forth, but there is no doubt that a British conception determined 
by British conditions will ultimately be fully established. 

Mr. Lee’s book cannot be consulted with advantage through the index. It 
is a thoughtful book which needs time for its absorption. To the executive it will 
not fail to bring illumination and, in view of the discoveries some American execu- 
pate visiting Europe are making about European industries, is particularly 
timely. 


The Extremists 


“Karl Marx and Modern Socialism.” By F. R. Saurer. (Macmillan & Co.) 
6s. net. 


There has been a need for a long time of a handy book giving the truth about 
Karl Marx, explaining his teaching, and showing in what way the “ extremists ”’ 
of to-day are under his influence, and to what extent they differ from their master. 
Mr. Salter has met this need admirably. He gives us in the course of a few pages 
quite the best analysis of “ Capital ” which has yet appeared. He traces the theory 
that labour is the sole constituent of value, and he examines Marx’s prophecies 
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as to what would happen to the working classes as a result of the aggregation of 
capital which Marx foretold. Then he gives us a sound examumation of French 
and German and British Socialism, showing in what respects they differ and he 
ends this section with a singularly clear account of what has happened in Russia 
since the partial revolution of 1905. The last chapter is a study of social unrest, 
and here Mr. Salter makes quite a new contribution. He takes up the psychological 
side and claims that the trouble is due not so much to wages questions, or even to 
questions of status, but to the fact that certain instincts are repressed and that 
we do not let the intelligence of the worker expand sufficiently or in a sufficiency of 
directions to permit of self-realisation. This is an aspect of which more will be 
heard in the years to come, and Mr. Salter opens up many lines of thought in his 
well-informed and reflective study of modern movements in industry. J. L. 


Voluntary Liquidation and Reconstruction 


“Under the Companies Acts, 1908 to 1917. Being a Handbook for Liquidators, 
with Forms and the Relative Winding-up Rules, 1909.” By J. P. EARNSEAW, 
F.0.18. Third Edition. (London: Jordan & Sons, Ltd., 116 and 117 Chancery 
Lane, W.0.2.) Oloth, 298 pp. 7s. 6d. net. 


A third edition of this valuable handbook being called for, opportunity has 
been taken to include important new matter and supplementary examples and 
illustrations. Among these, the specimen liquidator’s final report and balance 
sheet, which is published as an Appendix, will be found particularly useful. THe 
duties imposed upon liquidators in connection with the now happily expiring 
Excess Profits Duty are briefly summarised in another Appendix; and the work 
now presented is a fully up-to-date treatment au fond of the whole subject of 
voluntary windings-up, and of reconstructions, amalgamations, and schemes of 
arrangement which is indispensable to the Secretary who may be called upon to 
assist in negotiations of the kind. 





Correspondence 


To THE EDITOR OF ‘“‘ BUSINESS ORGANISATION AND MANAGEMENT.” 


LAW AND PRACTICE 
REGARDING THE STAMPING OF COMMERCIAL DOCUMENTS. 


Str,—-In your review of Mr. Albert Crew’s book The Law and Practice relating 
to the Stamping of Commercial Documents on pages 191 and 192 of the current 
issue of BUSINESS ORGANISATION AND MANAGEMENT, I notice the following—~ 

“ The author, Mr. Albert Crew, is a well-known expert on company law, and 
he has had the assistance of Mr. A. H. Gander, of the Controller of Stamps and 
Stores Office, Somerset House, so that the work is in the highest degree 
authoritative.” 

So far as my share in the work is concerned, whilst I am glad to think that 
the assistance I rendered Mr. Crew has added to the usefulness of the book, I am 
in duty bound to point out that the above passage requires some qualification. 
As Mr. Crew says in his Preface— 

“ This book is, of course, not an official publication, nor is it issued under the 
authority of the Board of Inland Revenue.” 

I am, Sir, g 
Yours faithfully, 
Coniroller of Stamps and Stores Office, , ALLEN H, GANDER, 
Inland Revenue, x 
Somerset House, W.C.2. 
Sih May, 1921. 
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NOTES OF THE MONTH 


A Check for the Wasters 

OT for the first time in its history has the present House of 

Commons proved itself a truer interpreter of the mind of the country 
than the Government. The defeat of the latter’s extraordinary pro- 
posals for exempting the salary of the Member of Parliament (£400 a 
year) from income tax, and for granting him the privilege of first-class 
free railway travel between his constituency and London and between 
London and his home, was a severe rebuff to Government extravagance 
and a refreshing exhibition of public-spirited action on the part of ` 
legislators left free to express their own opinions. First, the private 
Members, by their intervention in the early days of the Coal Strike, 
in defiance of Government displeasure, led directly to the overthrow 
of the Triple Alliance, and saved the country as by a miracle from the 
disastrous consequences of a general strike. Now we have the memor- 
able Derby Day vote at Westminster in favour of economy and in con- 
demnation of any revival of undemocratic privileges for Members of 
Parliament! There is evidence enough here of a serious 1evolt against 
the policy of the Government. Sir Donald Maclean correctly inter- 
preted the feeling not only of the majority of the’ House, but of every 
business man who realises the gravity of the present situation, when 
he caustically observed that never was there a more unfortunate time 
for such proposals to be made. Members were being asked to vote 
money into their own pockets from the public Treasury when economy 
in every direction was necessary, and when millions of persons were 
unemployed. Again, Col. Page Croft rightly declared that Members 
were not justified in voting themselves railway fares at all when they 
were asking the workers to accept lower wages. When the country 
was on the verge of bankruptcy, Members should make sacrifices. 
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The Government's Adroit Manoeuvre 

While the motion for free travel was defeated by a majority of 26 
on a division of 368, which, incidentally, equalled the record for the 
session, the proposal for income tax exemption was diplomatically 
dropped after Mr. Austen Chamberlain had read a curious memorandum 
from the Board of Inland Revenue, in which the remarkable opinion 
was expressed that an M.P. would be entitled to claim relief in respect 
of additional cost of living away from home, cost of travelling, and 
miscellaneous expenses. On the strength of this opinion, Mr. Chamber- 
lain suggested that a Member should charge the {400 as necessary 
expenses, for which he was entitled to claim exemption from income 
tax. The object of this manoeuvre will deceive nobody; it was, in 
fact, freely revealed by Mr. Chamberlain himself when he said that 
Members of the House ought not to be exposed to the imputation that 
they were voting themselves a special favour not enjoyed by the 
ordinary taxpayer. Let them rather decide to apply for the same 
measure that is meted out to the ordinary citizen. But has anything 
ever prevented the M.P. from seeking such relief before, except the 
certainty that it would not have been granted ? 

What happens to the ordinary Londoner’s claim for relief in respect 
of travelling expenses to and from his home in the suburbs? To create 
a special form of exemption from income tax for M.P.’s, which shall 
not apply to the ordinary citizen, would be a form of Parliamentary 
, privilege even more objectionable than the proposals which were 
defeated in the House, and it remains to be seen whether the great 
majority of income-tax payers will be content to abide by this adroit 
form of settlement which, in Mr. Chamberlain’s own words, “ gives the 
relief in substance on individual application which we proposed to arrive 
at by an average of the whole House.” 

* * * 


The Bribery Account: An Amazing Story 

The remarkable story told by Mr. Stanley Machin at a meeting 
of the Bribery and Secret Commissions League, held recently at the 
London Chamber of Commerce, throws a startling light upon the extent 
to which corrupt and illegal methods of trading are still practised. 
A buyer for a West-end hotel, as soon as he was appointed, was 
approached from all sides with bribes, amounting in several cases to 
£100. He took them all and put them in a special banking account 
to the credit of his employers. Then, when the traders began to send 
in inferior goods, he promptly closed their accounts. When they com- 
plained, the buyer told his employers the whole story. In a few months 
the banking account, made up entirely of bribes, amounted to over 
£1,400. The story emphasises the need for giving every possible 
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support to the work of the League, which was never more necessary than 
at the present time. Despite the operation of the Prevention of Cor- 
ruption Act, 1916, many business men in a position to judge believe 
that bribery has greatly increased of late, a state of affairs which is 
probably due to the lax morality encouraged by war conditions. The 
British reputation for strict integrity in business is one of the very 
greatest ot our national assets abroad. It is enough in South America 
if a statement be made “on the word of an Englishman.” Every 
thoroughly efficient business man is rightly a jealous guardian of this 
saving quality, and will regard the renewed prevalence of bribery as 
a personal challenge. 
* * * 

Revive the National Industrial Council ! 

Sir Charles Macara is nothing if not “a bonnie fechter.” Main'y 
responsible himself for the promotion of the National Industrial Council 
which was appointed by the Government in 1912, his disappointment 
when the whole project was shortly after quietly shelved was shared 
by a good many business men, who had hoped that a prolonged period 
ot industrial peace would result from the establishment of such a power- 
ful body, composed jointly of big employers and representatives of the 
great Trade Unions, meeting under an impartial chairman, and prin- 
cipally concerned with the settlement of trade disputes and the avoid- 
ance, if possible, ot strike and lock-out ‘‘ methods of barbarism.” For 
the country is heartily tired of these continually recurrent conflicts, 
which hold up the entire community and place the whole of our foreign 
trade in jeopardy. Sir Charles refuses to acquiesce in the shelving of 
the National Industrial Council. He is convinced that its re-establish- 
ment at the present time would be of immense national service; and 
though he has been but a voice crying in the wilderness, it is impossible 
to ignore the soundness of his views, and they are rapidly gaining increased 
support. 


* * * 

A Fundamental Principle of National Welfare 

We cordially agree with him that in regard to the Coal Strike, it 
would have been of the greatest advantage for the miners and mine- 
owners to have placed their case before the Industrial Council and for 
the verdict to have been published. This is not, per se, a suggestion for 
compulsory arbitration, to which British labour appears to be intemper- 
ately opposed, although it has worked pretty well in the Colonies. On the 
other hand, the published finding of such a thoroughly representative 
and disinterested body would enable the whole force of public opinion 
to be brought to bear upon the recalcitrant party in any dispute, and 
would go far to ensure a speedy settlement. The pressure of events 
would appear to make the setting up of some such machinery for the 
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settlement of industrial disputes inevitable. The time is coming when 
in sheer self-defence the community will be driven to deny to any 
corporate body the right to suspend national services, whether by strike 
or lock-out, merely at the will of a minority. The community will 
demand for themselves the right that any dispute involving conse- 
quences so gravely prejudicial to national interests shall first be sub- 
mitted to an impartial body, representative of the nation and exer- 
cising its authority, for thorough investigation, and in order that the 
means of an equitable settlement may be clearly defined. If the coal 
mines are in the final sense the property of the nation, and the Govern- 
ment cannot allow them to be destroyed, is not the foreign trade of this 
country also a great national asset which it is equally imperative should 
not be endangered except by consent of the community as a whole? 
This is a principle vital to our continued existence as a great trading 
nation; and if it be admitted, then the folly of allowing these dis- 
astrous strikes to continue is manifest. The Intelligence Staff of Labour 
would be doing valuable service both to themselves and the community 
as a whole by studying the implications of this fundamental principle 
and its reactions upon the “ Right to Strike,” with a view of finding 
some means acceptable to public opinion of bringing industrial warfare 
of the strike and lock-out variety to an end. 


x * * 


Labour and Compulsory Arbitration 

Meantime, while it is generally assumed that Labour is violently opposed 
to the principle of compulsory arbitration, there are notable exceptions 
to this attitude among the Labour leaders; and, further, it does not 
follow that the principle itself would be, in the long 1un, inimical to the 
best interests of the workers. Writing in the Financial News, Mr. 
W. R. Lawson recalls Mr. G. N. Barnes’s speech on the second reading 
of the Railways Bill, when he declared that “ compulsory arbitration 
was not involved in the Bill, but had it been he would still have been 
willing to accept the measure. The time had come when more atten- 
tion should be given during industrial disputes to the rights of the 
community.” Mr. Clynes, the chairman of the Labour Party, also 
outlined in the same debate the conditions under which he thought the 
Labour Party would be prepared to accept the principle. Compulsory 
arbitration, it should be made clear to Labour, would go far to obviate 
not only the costly and often fruitless strikes, which are paralysing our 
industrial recovery, but also the equally indefensible lock-outs which 
follow the workers’ refusal to accept abnormal wage reductions. In 
short, it is a political expedient which cuts both ways. The time has 
come when it is of cardinal importance that the rights of the community 
against strikes and lockouts should be recognised in English law. 
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The Northcliffe Business Policy 


Lord Northcliffe gave away some of the secrets of his sanb 
success as a business organiser in the course of his address at Manchester 
to the staff of the Northern Edition of the Datly Matil. He believes 
in the supreme importance of sound management ; he takes the workers 
into his confidence; and he is perpetually on the look-out for new 
talent. Napoleon used to say that every one of his men carried a field- 
marshal’s baton in his knapsack: similarly, in the Northcliffe enter- 
prise, it is possible for even the humblest office-boy to rise to be a 
director. 

At the top of every department of our enterprise (he said) there has got to be 
a man, a jannock man and a gradely man, a man respected by the workers, loyal 
to the enterprise, and unceasing in his efforts for the happiness of those around 
him, Half the trouble in these great modern enterprises comes from the fact 
that those at the top know nothing of those who really do the main part of the work. 

We have nothing to complain about in the demand for our newspapers. We 
are not losing money on the whole. Last year was the worst year we ever had 
I don’t believe in having any secrets about these things. We keep a balance 
sheet open to our workers. We tell you how many copies we sell every day, and 
advertisers know exactly what they are getting for their money. We seek new 
talent wherever it can be found. There is no one in our enterprise, be he the 
humblest office-boy, who cannot rise to be a director. Every one of our directors 
is absolutely a practical man in his own craft. 

It goes without saying that the converse of these principles is that 
fools are not suffered gladly at Carmelite House. It is no secret that 
Lord Northcliffe has been criticised in journalistic circles for a certain 
ruthlessness in dismissal. But there is much to be said for the business 
policy of paying good men well and getting rid of incompetents as 
quickly as possible. Running a business is analogous to conducting a 
campaign, and many a promising venture has been allowed to come 
to grief for lack of necessary vigour in the handling. We have nothing 
but contempt for the soulless axiom “ Business is business ” and all 
the shadiness that it is generally taken to cover; but, nevertheless, 
philanthropy is one thing and business is another, and where the two 
are commingled, the one generally quickly puts an end to the other. 

* * * 


Unemployment Insurance: The State v. The Industry 

The conference held at the Guildhall last month by the Royal 
Institute of Industrial Health, was notable for a characteristic utter- 
ance by Lord Leverhulme, who declared that there were only two periods 
in the life of an individual when allowances and doles could be wisely 
given, and that was before the age of 17 and after the age of 70. 
Between those ages all doles and grants would prove, not a blessing, 
but a curse to the recipients. The remarks evidently have special 
application to the unemployment dole. Lord Leverhulme is apparently 
no believer in any extension of State insurance against unemployment, 
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although it could be argued that inasmuch as the beneficiaries con- 
tribute the principal proportion of the fund out of their earnings, and 
are also indirectly responsible for the major part of the State’s con- 
tribution, this does not partake of the real nature of a dole. The neces- 
sity of some adequate means of insurance against unemployment. how- 
ever, will hardly be disputed: what is at issue is whether it can best 
be provided by the State or by the particular industry concerned. The 
Unemployment Insurance Fund appears to be breaking down under the 
strain of recurrent strikes. Already the Treasury has had to find 
£10,000,000 to maintain payments to insured unemployed, and a further 
heavy payment appears inevitable. The question whether, if 
individual industries were directly responsible for their own unemploy- 
ment, and the fund were administered by joint committees of employers 
and employed, the disastrous effects of strikes would not be more 
immediately apparent, and whether this would not in itself tend to 
promote industrial peace, is ripe for the most serious consideration. 
The State scheme is admittedly inadequate; it is costly and wasteful, 
and it is already gravely insolvent. Some progressive firms, such as 
Rowntree’s and Fry’s, supplement the meagre State allowances by 
generous private schemes of relief. This is excellent in its way, but 
it is not enough. What is needed is that each industry should 
shoulder its own burden of unemployment, and that the State 
should get out of a business in which it has signally failed. This view 
is shared not only by leading business men, but also by the more 
thoughtful of the Labour leaders. For example, only recently, Mr. 
W. A. Appleton, the General Secretary of the Federation of Trade 
Unions, told the Manchester Chamber of Commerce that ‘‘ the State 
must go out of these insurances against social and industrial con- 
tingencies if honesty is to prevail.” The evil of the present system is 
that Industry in reality bears the whole of the burden indirectly, with- 
out any opportunity of controlling the inefficient services, the wasteful 
methods of collection and administration, and the scandalous malingering 
which are known to prevail. 


* * ™* 


Progress of the Secretaries’ Association 


At the recent annual meeting of the Secretaries’ Association, Ltd., 
held at Winchester House, E.C., Sir Thomas H. Brooke-Hitching, the 
President, was able to congratulate the members on another most suc- 
cessful year. A great advance had been recorded, both in the member- 
ship and in the financial position of the Association. The membership 
is now considerably over a thousand, and the revenue from all sources 
had greatly increased, while that from examination fees had doubled. 
The Association hoped shortly to realise a long-cherished ambition by 
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publishing a Year Book. The time is not far distant, cantinued Sir 
Thomas, when he was convinced that directors would demand that 
secretaries placed in responsible position, as secretaries were, should be 
members of an institution such as the Secretaries’ Association. Hearty 
thanks were voted the Secretary (Mr. F. G. L. Spain), the Assistant 
Secretary (Mr. Findlay), and the staff in acknowledgment of their 
valuable services during the past year. 
* * * 


Steel Trade Depression and its Causes 

It is impossible to ignore the seriousness of the present position in 
the Iron and Steel Trade, and unhappily there is no immediate 
prospect of improvement. The fat years of war production have been 
succeeded by a very lean period indeed. No sooner were the difficulties 
involved in converting enormous plants from a war to a peace footing 
satisfactorily overcome, than the disastrous Moulders’ Strike super- 
vened, paralysing production not merely for the period of the dispute, 
but for months afterwards, and causing the loss of millions of pounds 
worth of orders at a time when the world was clamouring for British 
goods. The effects of this futile and costly struggle were still being 
felt by many firms when the Coal Strike put an end to any lingering 
hopes of early recovery. To add to the troubles of British manu- 
facturers, high wages at home, together with the dislocated exchanges 
abroad, combine to give our foreign competitors such an overwhelming 
advantage as makes competition by this country impossible. The 
result is that practically the whole of this huge industry, which is vital to 
our national existence, is now under a cloud through which no man can 
see the light. 





* * * 


The Way Out of the Impasse 


Mr. W. L Hichens, chairman of the great armaments firm of Cammell 
Laird & Co., faces the unpleasant facts of the situation with 
characteristic frarfkness. 

When I tell you (he said in the course of a newspaper interview) that in 
certain sections of the iron and steel mdustry, Germany can produce the finished 
article at the same price as it costs us here for the coal and pig-iron, what hopes 
have we of competing with them in the foreign markets ? 

Lately, in order to prevent unemployment, we have been quoting to inquirers 
in foreign countries prices which have allowed no profits whatever, and even then 
have been unsuccessful in getting the contract, with the result that more workers 
in this country have been thrown into the ranks of the unemployed. 


The conclusion is inevitable, he says, that in order to get more trade, 
we must sell more cheaply. To do this, we must produce at a lower 
cost. Economies must be effected, profits must be curtailed, every 
profitable development must be carried out, and organisation must be 
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keyed up to the highest point of efficiency. Mr. Hichens’ sympathy 
with the labour side of the immense organisation which he controls 
is unquestioned, but he regards it as inevitable that there should also 
be a reduction in wages and salaries. In some industries on which 
Cammell Laird & Co. are dependent, wages absorb up to 80 per cent 
of the total cost of production. While such a course must naturally 
cause preliminary discontent and inconvenience, the only alternative 
is that industry should practically cease altogether, when there 
would be no wages at all. Mr. Hichens does not think the cost of 
living will fall to any appreciable extent until the flow of trade has 
commenced ; but renewed trade activity would be reflected by a gradual 
decline in the cost of living, so that, though the actual cash received 
might be somewhat less, the purchasing power of wages would tend 
steadily to increase. This readjustment of costs and prices must be 
general and not confined to any particular industry. The majority 
of buyers are holding off, he believes, until prices make a very con- 
siderable fall and conditions generally are more stable. When this 
happens, a general revival in the world’s trade may be looked for, but 
Great Britain’s share will depend upon the policy she meanwhile adopts. 


* * * 


The Real Communist Class of the Country 


The value of the industrial medical service was strongly emphasised 
by Dr. R. M. Wilson, editor of the Oxtord Research publications, in the 
course of the striking address which he delivered to the conference of 
doctors engaged in industry, held at the offices of the Industrial Welfare 
Society on the 2nd of last month. He maintained that anybody who 
thought that this country was on the eve of a revolution had misread 
his facts. The removal of the industrial conditions which existed when 
Karl Marx resided here had taken the sting out of the revolutionary 
movement. Nothing could have prevented the revolution, however, 
if the free power to use men, women, and children had continued. 
We owed this immunity from revolution, first of all, *to the early work 
of factory inspectors, and to a smaller extent to the medical profession. 
Doctors were the real communist class of the country: they never got 
any profit. The medical profession was a kind of priesthood which 
asked nothing in return. If an employer told the workers that the 
interests of Capital and Labour were identical, Labour would not believe 
him; but if a doctor demonstrated it, he was believed. It was the first 
step towards the end of industrial unrest. Contented and well-paid 
workers would produce greater output and therefore, Capital and Labour 
both benefited. Doctors were necessary in industry to look after the 
human machine; they kept the whole texture of industry up to its 
full strength. 
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Whether the medical profession is quite so disinterested’ a body as 
Dr. Wilson would fain have us believe, it is perhaps beside the mark to 
inquire, though it would be interesting to hear the views of some Friendly 
Society officials on this particular point. Certainly, medical men, as a 
whole, have never stood higher in the public esteem than at present, a fact 
which, thanks partly to a professional organisation that has nothing 
to learn from organised trade unionism, is reflected in the advancing 
status and emoluments of the general practitioner. But no one would 
deny for a moment the immense value of the self-sacrificing services 
which doctors have rendered to industry, and the possibility of even 
` fuller co-operation between the medical man and the factory manager, 
which is opened up by recent researches in industrial psychology, is one 
that is heartily welcomed by every student of scientific management. 

+ * * 


Bankers and the Government’s Trade Policy 

The powerful manifesto by the leading bankers of the country against 
the restrictive regulation of trade was published too late to be com- 
mented upon in our last isfte, but its importance will not have escaped 
our readers. No more formidable indictment of the trade policy of any 
British Government by tbe commercial and financial interests of the 
State has ever been framed. After stating that the present rate of 
national expenditure threatens to cripple the country’s resources and 
to impair its credit abroad, the signatories declare that “the system 
of Government regulating trade by licences, controls, and departmental 
Orders has had, in many cases, unfortunate results. Political inter- 
ference with the natural course of commerce, without regard to economic 
laws, invariably does mischief.” 

The “appeal” continues— 


The policy of trying to exclude the productions of other countries, with the 
well-meant design of encouraging our own, cannot increase the volume of commerce 
or the total volume of employment here. ... The importation of foreign goods 
does not diminish the activities of our people, because such goods can only be 
paid for by the produce of British capital and labour. 

The advocates of a restrictive system are too apt to lose sight of the elementary 
fact that nations, or rather individual members of nations, buy foreign goods 
because they need them, not to benefit others, but to benefit themselves, and pay 
for them by producing goods which the foreigner in his turn requires. We cannot 
limit imports into this country without limiting our export trade, and striking a 
grave blow at the world-wide commerce on which this island kingdom principally 
depends. Legislation of this nature, while it may increase the profits of a few 
selected industries, cannot fail to check our output as a whole, and to increase the 
costs of production to a level which may make it increasingly difficult for British 
traders to compete successfully with orders in the markets of the world. 


The issue of this remarkable manifesto, which is signed by twenty- 
six of the leading bankers of the country, is itself an. event unpre- 
cedented in our political history. It affords ample proof that the 
growing uneasiness and alarm which has been inspired in business circles 
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by the trade policy of the Government is shared by those who have 
their fingers on the pulse of the nation’s trade. The fact that, despite 
this noteworthy protest, the Government appears determined to carry 
into law the Safeguarding of Industries Bill—a measure which runs 
counter to every principle expressed in the bankers’ manifesto—is 
sufficiently significant of its cynical indifference to public opinion. 

* * * 


The Apathy of Shareholders 

The Burmah Oil Co.—being desirous of raising additional capital— 
recently announced a scheme of reorganisation. Inter alta, the First ‘ 
and Second Preference Shares were to be consolidated, the dividend 
to be raised from 6 to 64 per cent, and powers taken for the issue of a 
further £1,000,000 of Preference Shares to rank part passu. At the 
meeting held to obtain the shareholders’ sanction, the requisite majority 
of 75 per cent was not obtained. Consequently, the scheme had to be 
rearranged, with the result that the existing shareholders will not receive 
the increase in their dividend, and the additional capital is being raised 
in the form of 8 per cent Third Preference Shares. Incidentally, the 
prospectus had to be re-drafted and the underwriting arrangements 
revised. Commenting upon this result, the City Editor of one news- 
paper described the Articles of the Burmah Oil Co. as “rather old- 
fashioned,” yet this proviso of the assent of 75 per cent of the Preference 
shareholders to any alteration of their rights is a statutory requirement 
prescribed by Section 45 of the Companies (Consolidation) Act, 1908. 

All company secretaries have experienced the apathy of share- 
holders, especially when dividends are being regularly paid; and some- 
times a difficulty is experienced in arrangmg a quorum at shareholders’ 
meetings. Directors of companies, to ensure that their proposals shall 
receive adequate support, often circulate printed proxy_forms in their 
own favour requesting shareholders to sign and return them, but there 
is always a large percentage ignored. Endeavouring to increase the 
percentage of available proxies, some companies have initiated the 
practice of using post card proxies, the front of the card being marked 
“printed paper rate,” impressed with a halfpenny postage stamp, and 
addressed to the secretary of the company; whilst the back contains 
the proxy form with an impressed stamp and a space for the shareholder 
to fill in his signature, address, and date. This method has achieved 
good results, as it gives shareholders the minima of trouble; but, even 
so, it is difficult to get 75 per cent returned. It may serve as a useful 
reminder to secretaries to mention that the legal dicta in Peel v. London 
and North-Western Railway Co. was that the company’s funds may be 
utilised in issuing stamped proxies, provided that the directors, in so 
doing, are acting bond fide in the interests of the company. 
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Master Minds in Business 
No. 7% MR. H. GORDON SELFRIDGE 


By Dr. Eris POWELL 
Formerly Editor of the “ Financial News” 
Coxe eight years ago, the head master of the big Kilburn Grammar 

School organised a series of lectures by prominent business men 
for the benefit of the students. I myself opened the sequence with a 
lecture on ‘‘ Ancient and Modern Business,” and Mr. Selfridge gave the 
second with “ Business as a Life Work.” He began in words which 
explained why he has “ followed the gleam ” of business all his life— 

Young men, I am a business man, and I do not claim to be a lecturer in any 
sense; but the subject upon which I have to speak to you to-night is such a 
fascinating one to me, that it is a pleasure for me to come and do the best I can 
with it. 

The speaker had felt the spell of commerce, and he did not care 
who knew it. The years have not changed him. It is still a pléasure 
to him to do business and to talk business. All his life he has been 
going about his business, and he likes people who have acquired a 
similar habit. Concurrently with his business career he has found 
time to evolve for himself a whole philosophy of life. Besides being 
one of the shrewdest of bargain-makers, and one of the most dexterous 
of organisers, he is a Professor of the Science of Common Sense in the 
University of the World. Nowhere could his attractive personality 
be sketched more suitably than in the pages of a magazine devoted 
to the very science of which he is a past master. As for my own 
competence for the task—-well, we are friends of ten years’ standing, 
with an almost complete community of opinion on the many subjects 
which we have jointly studied and thrashed out with one another. 
When Mr. Selfridge published his Romance of Commerce, with its multi- 
tude of beautiful illustrations, in 1917, he wrote in the autograph copy 
that he sent: “To Dr. Powell with the assurance that we, he and I, 
are in complete accord in the general principles emphasised in its 
pages.” And what those principles are, we shall see as we go on. 

Harry Gordon Selfridge is the son of an officer in the American 
Army who was killed in the Civil War. He never knew his father. 
Born in 1864 at Ripon, Wisconsin, he was brought up by a devoted 
mother, who still survives at the age of 84 with all her faculties 
unimpaired. Her speaking likeness confronts her son from a silver 
frame on his own desk, as he sits high above the seething current of 
Oxford Street. For him it has an added charm, because it includes 
one of his grandchildren, a girl belonging to his own elder daughter. 
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He has kéen and fragrant memories of his own childhood. He spent 
his early years in Jackson, Michigan, then a small Western town of 
5,000 inhabitants, but now numbering a population of 40,000. From 
time’to time he delights to revisit the scenes of his youth and to talk 
over old times with surviving friends, though their lives have been - 
lived out in widely divergent lines. Excellent fellows they are, one 
and all, but life in London is one thing and life in Jackson (Michigan) 
quite another. “ Here in London,” he’ will say, ‘‘ one is on the door- 
step of the great things that are happening in the world. In Jackson, 
the old boyhood home, it’s different, and to some, perhaps, more 
agreeable.” 


A Modest Beginning 

But there, at all events, he lived till he went to Chicago in early 
youth. He took a position as office-boy in the basement of the build- 
ing occupied by the wholesale firm of Field, Leiter & Co., succeeded by 
Marshall Field & Co., now the biggest department store in the world, 
and even then quite important. From office-boy he evolved into the 
third man of the department and thence into the second, finally 
becoming general salesman. That, he will tell you, was a position 
which had its limitations; and with a larger experience of the world, 
he will add, “ Oh! for a mental giant who can brush away this wall 
of limitations and give us new ideas of life!” Anyhow, he soon got 
to work to brush them away for himself, as far as he was concerned. 
He had heard from a colleague that there was a firm in the East (down 
New York way) who did things in much better style than the Chicago 
mode. Accordingly, young Selfridge spent his next holiday (as well 
as money which he could ill afford) in going East to see this more 
evolved form of enterprise for himself. When he came back, he frankly 
told Mr. Marshall Field that it looked as if they were doing things better 
in the East. The reply was characteristic, very different from the 
reception which would have been accorded to a similar suggestion in 
England, forty years ago. “Would you like to go down to the retail 
side and try your own hand?”’ The frank offer was quickly and grate- 
fully accepted. From it, and the resulting opportunity to learn the 
business, came the partnership in the firm which was earned in eight 
years from that date, or in ten years from the time when the youth 
from Jackson joined the house. He had begun to taste the realisation 
of his own aphorism—‘ to work is elevating : to accomplish, superb.” 

The years of partnership were uniformly successful and progressive, 
but they ended in a profound disinclination to accept the subordina- 
tion which is part of a junior partner’s lot. Mr. Selfridge is, above all 
things, original and dominating. Ever open to hear intelligent 
criticism and suggestion, he likes the decision to be his and not that 
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of the other man. Therefore in due course he sold his interest and 
retired with enough to live upon quietly and comfortably for the rest 
of his days. He wanted to know more of London and Europe, and he . 
studied them. There were other intellectual tastes that he wished to 
gratify, and he gratified them. 


A Humorous Interlude 

Across the gulf of twenty or thirty years, Mr. Selfridge still looks 
back in affectionate retrospect to those old days in Chicago. He won 
ninety-nine points of the game, but now and then the other fellow beat 
him. He does not in the least mind indulging in reminiscence on the 
subject. A Jewish competitor, for whom he had a great regard as a 
keen business man, noticed that the Field and Selfridge firm had added 
a restaurant to their store. He asked if he might come in and see the 
arrangements, pretty obviously with a view to ultimate indulgence in 
what is called the sincerest form of flattery. As there would have been 
no object in refusing, he was cordially received and shown round. 
Shortly afterwards he justified anticipations by announcing his inten- 
tion of starting a restaurant as an adjunct to his own business. This 
awakened the lively commercial instincts of Mr. Selfridge. He sent 
the head of his linen department across the road with numerous samples 
and the suggestion that possibly Marshall Field & Co. might be favoured 
with orders for the tablecloths, serviettes, and other adjuncts of the 
proposed new departure. 

The competing merchant summoned his own linen buyer to the 
interview, so that this wideawake subordinate might hear all that was 
said and see everything that was shown. Finally, “ Give my compli- 
ments to Mr. Selfridge,” said the neighbour, -“‘ and tell him I am much 
obliged to him for his courtesy. But I guess we can do better on our 
own account, so we shall not be placing any order with Marshall Field 
‘& Co.” The would-be seller gathered his samples and made for the door. 

“ By the way,” shouted the clever man, as the door was opening, 
“ how much a week is Mr. Selfridge paying you in the linen department ? ” 

“Twenty dollars,” was the reply. 

“You come to me and I will give you twenty-five. I like your 
style.” 

The offer was, of course, reported to Mr. Selfridge, who had no 
intention of parting with an excellent servant, and therefore gave him 
$25 to stay. “So that all I got out of my enterprise,” he will tell you, 
with a grim smile over the retrospect, “ was the necessity of paying 
another $5 a week to my linen man. And when my shrewd old com- 
petitor died, I felt that I had lost a friend, for he had a keen, bright 
business way with him, and was an all-round sportsman. And the 
spirit of the sportsman is the spirit of business.” 
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“And you don’t mind that story going into print?” 
“Not a bit. Tell it by all means, if you think people will be 
„amused to read it.” d 


The One Thing Impossible 


The strenuous Chicago years ended, and the comparative quietude 
of a retired life began, with occasional visits to the old familiar scenes. 

“But, you know, you could never live in retirement,” I said to him 
when this chapter of his life was the topic of pleasant chat. “ Haven’t 
you declared that ‘self-satisfaction is a frightful enemy to progress?’ 
Inactivity would kill you in six months.” 

“I found it out in half that time,” was the candid admission. 
“ I found out other things as well. I figured out that I was approached 
on the average three times every day during the time I was in retire- 
ment by people who had schemes of all kinds that they wanted me to 
take up. Fortunately I had sense enough to leave them alone, and” 
(here comes a gem of sound business philosophy) “ I have found out 
since that a man should never meddle with propositions which he does 
not understand. Let him keep within the limits where he has been 
thoroughly trained. I feel that I can take a merchandise proposition 
and sift it right down to the last word, with complete confidence in the 
judgment which I ultimately form. If a man brought me a traction 
or a lighting scheme, I could analyse it; but at the finish I should dis- 
cover that I had no confidence in my own final judgment about it, 
because I should know perfectly well that I have not been trained in 
that school.” i f 

“ After all, isn’t that the modern restatement of the old aphorism 
that the cobbler should stick to his last?” 

“Yes, of course, it is; but it’s more than that. In the old days 
there were people who needn’t possess a last, but nowadays they have 
no choice. All around are young men of family and position who con- 
template going into business, though they are ignorant of the very 
rudiments of commercial knowledge. These young men, up to the 
time they are 35, think they can go into any business they like and 
succeed. It is not so. They must have been trained.” 

The speaker warms to his subject as he goes on. “I am told that 
half the people in fashionable London,” says he, “ want to let their 
houses. Why? Because they, are short of money. That being the 
case, their children have got to learn something. They have got to 
secure a training and put-it to practical use in a profession or a business.” 

““Wouldn’t you call that rather a good point on the whole? At 
any rate, it is better than the old system under which these people hired 
themselves out as guinea pigs in the City.” 

“ Well, so it is, so it is. It means that judgment and energy are 
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becoming more and more important as personal possessions. We, the 
Anglo-Saxon people, or, as Lloyd George prefers to call it, the Anglo- 
Celts, are out in a race—I won’t say for supremacy, but for making a 
national living, and we have got to be trained if we are to run well. 
One of our important people here is an Oxford man, and he goes down 
there occasionally to see his old friends. They all want to know about 
business. They all want to go into it. Ten years ago they would have 
been appalled at the suggestion that they should do any such thing. 
They would have wanted to find a job in a Governmental Office or 
something like that. Now they realise that such a berth promises little 
which would satisfy an ambitious man. It is a big change in the 
national spirit. It took a European war to bring it about, but I am 
not sure it was dear at the price.” 


How London was Invaded 


Swiftly upon the resolve to return to activity came the determina- 
tion to tackle London. He would establish himself right in the very 
citadel already occupied by numerous undertakings of very old repute. 
The choice of the Oxford Street site was the result. Two men—NMr. 
John Musker and the late Sir Edward Holden—were his shrewd advisers 
and cordial coadjutors. The first year’s results left a deficiency of 
£28,500 on the preference dividend. That amount Mr. Selfridge made 
up out of his own pocket. At the end of the second year the shortage 
was a mere trifle—only some £800 or £900. Since then the history of 
Selfridge progress has been one of the most brilliant romances of modern 
enterprise. The actual financial association with Mr. Musker ceased 
at a comparatively early date, though the business alliance cemented 
a permanent and intimate friendship between the two men, which con- 

-tinues down to the present moment. As for Sir Edward Holden, his 
reward was a huge addition to the volume of transactions at the Oxford 
Street branch of the London Joint City and Midland Bank, where the 
Selfridge account is kept. In normal circumstances, something like 
£20,000 a day is paid in from the Selfridge counting-house, though 
during sales the daily aggregate runs into six figures. The mention of 
these statistics wakes the business philosopher again, and he must 
cross-examine me. 

“ Now, what is the best account fora bank? Is it the account which’ 
is always in big credit and never wants accommodation, or that which 
is run by means of overdrafts—of course, on good security ? ” 

“Tsn’t that rather an academic problem? Obviously a banker 
must possess both types of account in his books. Otherwise he could 
make no profit. If A’s account is in big credit, so much the better 
for the banker, provided he can lend the money to B. Conversely, 
if B is always wanting an overdraft, his account is well worth having, 
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.always provided he offers good security for the accommodation. The 
banker lends A’s surplus to B, and makes a good profit on it.” 

“Well, of course, the banker must loan his money or he could not 
keep the bank going ” ; and as the words were uttered, we both turned 
to the large portrait of Sir Edward Holden, which adorns Mr. Selfridge’s 
private office and meets his gaze every time he looks up from his work. 
The memory of the distinguished banker will never die as long as either 
of us is alive, for both of us have felt the inspiration of his life and 
known the value of his intimate friendship. 


Personal Characteristics 

While Mr. Selfridge talks, he is never still. First his revolving chair 
whirls to the right, then to the left. Now it swings forward, then it 
swings back. He carries his 57 years as lightly as if they had been a 
romance of roses all the way. Except that his hair is rapidly silvering, 
there is no deep brand of Anno Domini upon him. He is of the alert, 
erect, clean-cut, quick-moving, military type, with kindly, penetrating 
blue eyes. Behind them, as he talks, one can visualise the working 
of a brain which is as keen as a razor, ready for instant decision over 
the telephone or otherwise upon a business problem which may involve 
tens of thousands of pounds. To say he is ever up to date conveys 
only an imperfect idea. He is ahead of date. His intellectual almanac 
is months in advance of the sun. ‘Once,’ says he, “I wasgetting 
prices for vans, and a van builder put in a special reason why he should 
have the order. ‘ My dear sir, our vans will last you for forty years.’ ”’ 

“Oh, but,’ I replied, ‘I do not want a van to last forty years. 
I shall want something better before even, ten years are gone.’ ” 

But with all this alertness and ahead-of-dateness, there is not a 
trace of hustle, bustle, or hurry. In this respect, the popular idea of 
the head of the Selfridge emporium is very wide of the mark. Mr. 
Selfridge himself is constantly pictured as a man who is always pushing 
about, careering from point to point, and from place to place, in order. 
to keep the great undertaking on the move. Somehow the British 
public always associates vast business commitments with a state of 
incessant fluster and bustle on the part of those who have the 
responsibility of their conduct. The Selfridge whom his friends admire 
is an apparently leisured gentleman occupying an eyrie on one of the 
top floors of the Oxford Street building. Here he sits at a desk 
adomed by many family portraits, in front of him a blotting pad which 
is generally quite clean. The stillness of the surroundings seems almost 
miraculous, when one steps into it out of the teeming life of the huge 
store of which it is the nucleus. But this is all part of the idealism of 
the man in control. He wants to see the business environment aesthetic 
and elevating rather than ugly, depressing, and nerve-racking. 
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“Look at your city restaurants,” he will say, “for example. You 
sit down in a hot and crowded room with a none too clean tablecloth 
in front of you. You gaze around you upon men swallowing down a 
hurried meal, and you look out through grimy windows upon a scene 
which is no more attractive.” And then he will go on to dream a 
dream of a vast restaurant high in air and amply spaced, somewhere 
in the neighbourhood of the Bank of England. There are fresh flowers 
on every table, and the atmosphere of freshness is maintained by spot- 
less napery, smart, deft, but quiet-moving waitresses, clean windows, 
sparkling silver, and possibly music, too. In fact, there is a general 
air of beauty and restfulness. Meals served in such a place would be 
an energising interlude in the whirling day of every city worker. 
People would gladly pay extra for the privilege of combining daintiness, 
delicacy, and digestion. More than once before the war we had talked 
of this ideal restaurant. In fact, I verily believe that if the conflict 
had not intervened, the ideal would by now have been translated into 
the real as a result of the invasion of the City by Mr. Selfridge himself. 
As it is, however, the enlargement of the Oxford Street building has 
compulsorily turned his energies in another direction. 


The Romance of Business 

But we were in the sanctwm sanciorum of the Selfridge building 
before we took the wings of imagination and flew to the City. And 
here, in Oxford Street, it will be conjectured, business is ever the staple 
conversation. By no means. The occupant is one of the first author- 
ities on business, and if you can keep him to that topic you will learn 
more in half an hour than you could pick up in a month at any other 
academy. But, to begin with, your interlocutor will probably slide 
away from modern business into its ancient romance. In that he has 
specialised, and loves it. From Greece to Venice, from Venice to 
Bristol, from Bristol to London, he has followed all its developments. 
Nay, he has embodied the Romance of Commerce in a wonderful book 
of 385 pages. When he had finished it and crammed it with portraits 
of the great commercial leaders of all ages, he must perforce wind it 
up by the enunciation of a creed of his own— 

What, then, ave we here for? What is or should be the goal in life? and what 
occupation, what effort, most surely leads us to that goal? 

For as truly as the captain of the ship decides, before weighing anchor, for 
which port he is to sail, and as he proceeds in his voyage, carefully plans out the 
following day’s duties, so every man, every State, every nation should, if pos- 
sessing sufficient moral courage and ability, decide, “ What is the thing to be 
accomplished ?’’—What is the goal? What ts the man, the State, the nation 
here for? 

WORK, good, hard, honest work, will achieve almost any material thing in. 
this world; and work may be delightful, noble, exhilarating, fascinating. Work. 
may be full of excitement, of satisfaction, of joy and happiness. Work may be: 
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directed in a thousand channels; but of all golden chances, of all departments 
of endeavour, none, “one presents such infinite and kaleidoscopic, always chang- 
ing opportunities, as does that broadest, surest field of effort called COMMERCE—- 
a field yielding its rich harvest in quick ‘response to well-directed energy—a field 
to be looked upon, if we will, as surrounded with beautiful flowers, fragrant 
always with wonderful Romance. 

When you are tired of mediaeval commerce elucidated by a master, 
you may endeavour, if you choose, to bring the Selfridge intellect back 
again to the contemplation of modernity. But it is far more likely 
to be attracted into still more remote ages and to engage you in a dis- 

_cussion of Greek philosophy or ancient art. In the course of my life 
I have seen many a paradox, both human and phenomenal; but none 
has ever appealed to me more vividly than the spectacle of a man who 
is the head of one of the largest businesses in the world, acknowledged 
one of the first half-dozen specialists in his own field, yet rapt in 
brilliant conversation not about the prospects of trade or the magnitude 
of his next dividend, but about topics which the majority of his busi- 
ness rivals would regard as being too fanciful and ethereal for a 
moment’s serious contemplation. In the middle of it all, however, 
the brilliant talker will suddenly recall his own identity as that of an 
entrepreneur rather than a philosopher or an historian. He will pick 
up his hat and invite you to have a look round. Then, from floor to 
floor, from department to department, from basement to roof garden, 
you will depart on a personally conducted tour with the best guide 
that the establishment can furnish. Every detail will be illuminated 
by the crisp and pointed comments of your cicerone, a walking demon- 
stration of the truth of his own axiom, “the mighty faculty of 
imagination is more necessary than ever to the merchant of to-day.” 
As you pass along, you will notice that every member of the staff goes 
about his work without change of pace or demeanour in the presence 
of the “boss.” The staff is doing its best all the time. There is not 
a merely momentary acceleration of speed under the master’s eye, with 
an instant relapse into lassitude as.soon as that stimulus is removed. 
There is no need to drive. “Nothing pays worse than savaging 
employees ” is a Selfridge axiom, equal in cogency to any one of 
Euclid’s. Another tells you that “there is always room for a man 
who does not get tired and who does not watch the clock.” 


Organisation in Excelsis 

The reason lies in the uniqueness of the organisation under the 
Selfridge sway. It is the highest pitch of perfection. Every depart- ` 
ment of the administration is under the incessant supervision of its 
chief, who can instantly discern such a comparatively trifling item as 
a waste of string or an undue increase in the consumption of electric 
light. Let it not be supposed, however, that there is an inexorable 
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law that each department shall be conducted at a profit. The majority 
must be, of course, for there are dividends to be earned. But where 
a given department serves the interest and convenience of the cltentele, 
it will be maintained, even though failure has waited on every effort 
to bring it round the corner into the region of profit-making. 

As with the administration, so with the personnel. Every indi- 
vidual is the subject of a dossier, with a debit and credit side exhibiting 
the strong and the weak points. On the debit side we may find, for 
instance, that the assistant has been occasionally found inattentive, 
careless in her accounts, habitually late in her arrival at business, or 
negligent as regards her personal appearance. As against her careless- 
ness in accounts, perhaps, the credit side shows that she is otherwise 
keen and intelligent. She is tardy in arrival at business, but customers 
have again and again praised her diligence and courtesy. Moreover, 
several really clever pieces of work are on record in her favour. So it 
happens that her credit entries may save her at a crisis where she has 
lapsed into some serious breach of discipline. Even her cost to the 
firm is assessed on mathematical principles. Something like 5 per cent 
on her sales is a good average figure. If the cost works out below that, 
then her services are very valuable. If, on the other hand, it runs up 
to 7, or even 10, per cent of her sales, then there is something wrong. 
But in order that the assistant may be equipped with every possible 
knowledge and incentive, there is a qualifying period during which 
courses of lectures are given. These, covering apparently every subject 
under the sun, aid the evolution of bright business faculties. Among 
the subjects, for instance, one finds Elementary Book-keeping, the Art 
of Advertising, and the Ideals of Business; while specialised topics, 
designed for particular application to a given department, will take the 
form of the Evolution of Silk, or How to Sell.Boots. Above and 
beyond all, the budding assistants are impressed with the necessity ` 
for supreme honesty. Every customer must get a square deal and be 
thoroughly satisfied. 


A Pithy Summary 

To be efficient, to do your share in the work and progress of the 
world, is, in Mr. Selfridge’s oe (as enunciated in “ The Spirit of 
the House ’’)— 


Te look upon each minute as precious and to be exchanged only for 
its full equivalent in Progress. .. . To develop, continually, every 
faculty which helps to build greater judgment, energy, determination, 
imagination, mirth and good cheer, for each is necessary to the strong 
happy individual. ... To look upon Work during the working hours . 
of the day as a privilege—as a game—as a requisite of the full and com- 
plete hfe... . To look upon Idleness with disrespect, as a waste of 
Time, the only commodity of which everyone has an equal amount... . 
To feel that the waking hours after the day’s work is over, are best used 


307 





Business - Organisation -and - Management 





in study, in agreeable companionship, in recreation, in those acts which 

build happier, stronger character and better health. ... To strive for 

higher Standards and Ideals.... To look upon the bright side of 
things and be Optimists in the best meaning of the word.... To act 
quickly and avoid procrastination.... To think always Broad- 

mindedly and to scorn Narrow-mindedness, Meanness and Jealousy... . 

To be Just and to despise Injustice... . To punish Dishonesty with 

the utmost effort.... To appreciate fully Intelligence, Originalty, 

Loyalty—recognising merit and merit only as the door to advancement. 

... To acknowledge no obstacles as insurmountable which stand m 

the way of splendid Progress. 

Here is a really lofty and robust Philosophy of Business, the kind 
of thing which may yet arouse us from the danger of lethargy and give 
us back our supremacy in the trade of the world. And yet how 
paradoxical it all is, for this gospel of efficiency is the gospel of brain 
rather than brawn! Thither all the business evolution of the age is 
tending. More and more we are subduing the giant forces of Nature 
and making them the docile slaves of humanity, dominated and guided 
by the ripe and prescient intellects of the leaders of mankind— 
Back of the beating hammer 

By which the steel is wrought, 

Back of the workshop’s clamour 

The seeker may find the Thought, 
The thought that is ever Master 

Of iron and steam and steel, 


That rises above disaster 
And tramples it under heel. 


` 


Back of the motor’s humming, 
Back of the bells that sing, 
Back of the hammer’s drumming, 
Back of the cranes that swing, 
There is the Eye which scans them, 
Watching through stress and strain, 
There is the Mind which plans them— 
Back of the brawn, the Brain. 


Might of the roaring boiler, 
Force of the engine’s thrust, 
Strength of the sweating touler, 
Greatly in these we trust; 
But back of them stands the schemer, 
The Thinker who drives things through— 
Back of the job—the Dreamer, 
‘Who’s making the dream come true. 





“ The remark that is often made, ‘ What a lot of fools I have under se,’ is usually 
made by the individual who is the fool himself.” 





The Common-sense of Organisation 


By W. F. Hieas 
Director, Higgs Bros., Birmingham 


Getting Down to Fundamentals 


OC is the backbone of industry, but what many people 
fail to understand is that it does not necessarily entail excessive 
paper records, staff, and red tape. The result of good organisation is 
getting the job done satisfactorily with a minimum expenditure of 
energy; in other words, to economise in labour, and in that respect it 
is a national asset. It is surprising the large number of people that do 
not realise what material and labour is until they see it in the bank in 
the form of £ s. d. Too often they consider stores and warehouses not 
only unnecessary departments, but if they exist, seldom consider them 
worthy of their attention. Whether the concern is a one man affair or 
the largest company in the country, organisation is the one factor that 
determines whether it is to be a financial success or a failure. No 
matter what the technical abilities are of the people in the concern, 
or other assets in the way of patents, etc., unless it is properly organised 
all benefits from those directions are lost, and it is eventually doomed 
to failure. The individual at the head is the one responsible for the 
success or failure of any undertaking. The remark that is often made, 
“ What a lot of fools I have under me,” is usually made by the individual 
who is the fool himself. 

Some of the fundamental principles of organisation are: a place 
for everything and everything in its place, accuracy in the broad sense 
including punctuality, correct expression of thought, straight dealings. 
Give few instructions and many examples. Trade associations who 
maintain prices on a high level are one of the enemies of organisation, 
inasmuch as healthy competition breeds good organisation; whereas, 
if competition is eliminated, the individual can live with less exertion, 
and it is the necessities of life which make the majority of men work. 
The good old times never existed. Competition between man and man 
was as keen hundreds and thousands of years ago as it is to-day, but 
the man or firm that organises best reaps the most benefit. 

Advertising is useless without the right goods to sell. The art in 
business is to give better value for money than your competitors, ‘and 
unless the firm is organised, no matter what advantages it has in other 
directions, it cannot compete. Always being in a hurry and rushing 
other people does not get anyone anywhere. 

The old economists tell us that the primary agents required for the 
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production’ of wealth are land, labour and capital; more modern men 
include organisation. 


Organisation and the Selling Price 

In normal times the selling price of an article is fixed by the cost 
of production of the last considerable quantity that is required to meet 
the demand, and organisation is the one great factor that would vary 
this selling price considerably between different competitors. No 
matter how well a firm is conducted, there is always room for improvement 
in its organisation ; finality in this direction is impossible. 

I have knowledge of two firms who produced the same article, in the 
same district, the construction of the articles being practically identical 
with similar plant, the price paid for labour the same. In one case 
the firm was trading at a loss, while the second firm paid 100 per cent 
on its capital, this difference brought about entirely by the different 
organisation. It may be added that both firms employed about the 
same number of hands. 

The more complicated the production, the greater is the scope for 
organisation. For example, a firm producing motor cars has to add 
on to the cost of material and labour sold in the motor car a certain 
percentage to cover the cost of scrap during the process of manufacture ; 
while the firm who produces tacks has to add little or nothing for this 
purpose. It is the good organisation of the firm producing this com- 
plicated article that can reduce considerably this addition. A function 
of organisation is to prevent waste of labour, and to make all labour 
productive. Giving instructions is not sufficient. The successful 
organiser is the man who not only gives instructions, but sees that every 
instruction given is carried out. 


Working through Departmental Heads 

The director of a firm should issue his instructions to the depart- 
mental heads, the departmental heads to minor officials or foremen, as 
the case may be, foremen to the charge hands, and charge hands to the 
workmen, but often the director goes straight to the foremen and often 
to the workmen without the knowledge of intermediate managers, which 
is always a sign of poor capabilities of organisation. Never give instruc- 
tions to minor officials or workmen without the knowledge or presence 
` of intermediate heads. If the intermediate heads are not worthy of 
receiving the instructions replace them by men who are. Unity of 
control generally produces much better results than multiplicity. While 
that latter has a steadying effect in times of stress, the former adapts 
itself quicker to necessary requirements. Don’t continually blame your 
staff if things go wrong, look to yourself first. 

Organisation is the saving of labour. Materials in their original 
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position are worth little or nothing. The increased value of materials 
from the time they are in the earth until they become the finished pro- 
duct is practically equal to the cost of maintaining the necessary labour 
to bring about the change. 


Organisation and Division of Labour l 
At times we hear of the necessity of increased production. If those 
employers calling for it will get to work and improve their organisation, 





they will get more out of it than by attempting to drive labour. If I were 
asked for a brief definition of civilisation, I should say it is “ The division 
of labour.” It has been said that by the creation of artificial fire the 
barrier was erected between man and the rest of the animal kingdom. 

“Mass production ” (which is a bad term) did not start during the 
late war, it is division of labour that has been going on since the world 
began. Man’s capabilities of containing knowledge are no better than 
they ever were. It is the greater number of units on the earth that are 
capable of collectively containing more knowledge, and hence we produce 
more complicated articles. With division of labour organisation is 
essential. 

The greatest asset of the organiser is common-sense. One may issue 
commands and they will be obeyed, but they will be obeyed ten times 
better if the commander leads by obeying. 
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Profits and the Cost of Production 


WE are indebted to Lord Leverhulme for kind permission to repro- 
duce, from the published report of the recent annual meeting of 
Lever Bros., Ltd., the interesting diagram given below, showing the 
exact proportion of profits on turnover that go to the ordinary share- 
holders and co-partners out of the total cost of producing and selling 
soap. The profit results illustrated are those for last year. 

The diagram, as Lord Leverhulme explained at the meeting, is 
absolutely accurate in respect of profits; but owing to rapid variations 
in values, may not be abso- 
lutely correct on materials 
and costs. The various 
sections of the diagram 
are practically self-explan- 
atory, but it may be noted 
that the largest section 
represents raw materials, 
ie. oils and fats used in 
`C manufacture, while the 
} other sections represent 
respectively packing 
material, rates, rent, trans- 
port charges, and adver- 
tising ; salaries and wages ; 
interest on capital and 
bank charges : the smallest 
section of all indicating the 
profits available for distribution to the ordinary shareholders and 
co-partners in the firm. It is a remarkable fact that the amount of 
these profits is well under 1 per cent of the total turnover, and this, 
in itself, speaks highly for the efficiency of the Leverhulme organ- 
isation, which is able to carry on so successfully such an enormous 
and world-wide business on the narrowest of profit margins. When 
this narrow margin of profit, which, it must never be forgotten, con- 
stitutes under the competitive system the only incentive to individual 
energy and initiative, the only compensation for risking private capital in 
industrial ventures, is equitably shared among the proprietors and the 
workers by the adoption of the principle of co-partnership, as in the 
case of Lever Bros., it is obvious what small ground remsins in such an 
organisation for discontent or opportunity for the fomenters of industrial 
strife. 
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A valuable series of arlicles, which will prove of real assistance to British exporters in 
the fight for supremacy in the world’s markets. 





How to Capture the Foreign Market 


By WALTER O. STEIN, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Limited. 








Find out what the customer wants, and then supply it- that ıs the secret of all 
successful trade. Mr. Stein, an expert in continental trade, discusses business customs 
abroad, the best methods of salesmanship, and gives practical hints on how to quote 


for the foreign buyer. l 


1. Continental Salesmanship and Advertising 


D the past fifty years our foreign policy in trade and com- 
merce has been mainly on the side of Conservatism. In spite of 
the well-meaning efforts of liberal-minded statesmen and business men 
our attitude as a nation has been one of reserve—to let other nations 
approach us instead of waging a commercial “war” far into the 
“enemy’s” country. Now that a faint glimmer is again brightening 
our commercial glepm, we cannot do better than Mahomet did with the 
mountain, by going out and finding trade if trade will not come to us. 

To capture a foreign market the first essential is to get hold of the 
right salesmen, who should be men who have specialised quite as much 
in the peculiar intricacies of foreign trade as in the knowledge of their 
own particular trade or speciality. A good knowledge of the language, 
customs, and geography of the country he travels in, together with some 
acquaintance with the past history of its people, is just as essential to 
a modern salesman as it is for him to be perfectly acquainted with 
what he is selling. 


Giving Customers what they W ant 

Germany in the past and America in the present were and are both 
wide awake to these facts, as is manifest both in their trade statistics 
and by evidence visible on the spot. The main plank in Germany’s 
pre-war success was to find out exactly what her customers in various 
countries wanted, and to adjust her offers and cataloguing, etc., accord- 
ingly. She gave her customers what they wanted. Our policy, on the 
other hand, was to issue catalogues in English of what we thought was 
good for the customers to have. The quotations, conditions of pay- 
ment, mode of delivery, etc., were, as a rule, all dictated by us, and the 
customer could please himself by either accepting our terms or trans- 
ferring his custom elsewhere, while we, on our part, trusted to our high 
reputation for integrity to enable us to ‘‘ muddle through.” 

The effects of a continuance of this policy have recently been seen 
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in the South American market, where post-war German and North 
American competition are beginning to be keenly felt. Before the war 
the South American was always willing to pay a premium, however 
small, for the satisfaction of having British goods and a British 
guarantee of quality and good faith, but the rise in prices together 
with keener competition from neutrals has had the effect of discounting 
our “ good-will.” 


Commercial Integrity Abroad 


In the past this question of integrity has often been a thorn in the 
side of many business houses who would otherwise have become large 
exporters. But the fact that other nations are not quite up to our 
own high standard of business morality cannot adequately be described 
as a reason for declining to trade with them, but, on the contrary, is 
rather a test for the fine art of the salesman. Business dishonesty has 
never yet won the palm of success, and every business man of standing, 
or firm who have progressed in any measure at all, must somewhere 
have some sensitive point of honour which it is a salesman’s duty to 
find and develop for the benefit of his principal. 


The Importance of Salesmanship 


During the last two decades the art and science of salesmanship has 
undergone radical and fundamental changes. I expressly use the two 
words Art and Science because the deep intricacy of modern salesman- 
ship calls for a knowledge of both these branches. It is only in recent 
years that the world has looked upon commerce as a distinct branch of 
higher learning demanding powers of research quite equal to those of 
the advanced mathematician and scientist. Originally, economic science 
formed part of the study of history. Its importance became recognised 
and it was given “autonomy,” so to speak. Commerce, too, formed 
one of the studies grouped under the general heading of Economics, 
and also in turn has received its independence in the academic world. 

On the Continent there have existed for many years commercial 
schools of university rank and standing, and in this country the newer 
universities have granted degrees in Commerce—London University, 
which has always been famed for its go-ahead qualities, being the latest 
to fall into line. In the United States one or two of the universities 
have gone even further and now grant degrees in Salesmanship pure 
and simple. ` 

But in spite of all that Economic Science can teach us, salesmanship 
is bound to retain the majority of its qualities as an Art so long as that 
great uncertain factor in the history of mankind—Human Nature— 
remains what itis. “‘ An ounce of practice is worth a pound of theory ” 
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was never truer than in business life, and the greatest axioms that science 
can teach are valueless to the salesman unendowed with the requisite 
knowledge of what I shall call for want of a better word—Worldliness. 
And it is precisely this quality which is so important in foreign trade. 


W hat is Good Salesmanship ? 


The conception of what is good salesmanship has undergone many 
changes in recent years. The predominant idea used to be for the 
seller to consider his own needs first instead of those of his buyer. As 
long as a sale was effected and the goods disposed of, the main object 
was thought to be achieved. The question of goodwill and future busi- 
ness, instead of being in the forefront, received in many instances only 
secondary consideration. No better example of this kind of business 
can be given than that of the departmental store. A prospective cus- 
tomer had no sooner set foot in one of these “ palaces ” than he was 
pounced upon by a frock-coated shopwalker with the appearance of a 
Cabinet Minister, who did not release his victim until he had seen him 
purchase some article or other which might or might not have any 
utility for him. 

The passage of time and experience of other methods have proved 
the fallacy of this kind of business. The modern idea of allowing a 
prospective customer to walk round the shop without any obligation to 
purchase has been found to result in vastly increased sales. To get the 
best results from a buyer, his personal comfort and tranquillity of mind 
are first essentials, and with nobody is this principle more necessary 
than with foreign buyers. Greater sunshine, a warmer climate, and less 
moderate habits than our own must of necessity have the effect of 
moulding them with a greater sense of excitability and irritation than 
we ourselves possess. Hence the inevitable “ pressure ” which a sales- 
man must use should be a suggestive one and not too actively forceful : 
his aggressive spirit should be continually tempered by his desire to 
secure his customer’s permanent goodwill. Where a customer is made 
to feel that his choice is left entirely to himself, he is much more 
likely to give large orders in the future than when the goods are 
momentarily thrust upon him. It is here that the Art in a salesman 
comes in. 


The Use of Influence: English and Continental Customs 
“Compared 
The element of private influence and private friendship has a greater 
significance abroad than at home, and in judging this whole question 
regard must be paid to the different angles from which it is viewed here 
and abroad. Our national reserve and pride act as a kind of brake in 
determining the length to which we are prepared to go to obtain a man’s 
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custom, while abroad probably as much business is done “ after hours ” 
as during the regular office hours. A traveller in England would be . 
thought to be taking an unpardonable liberty by calling on a customer 
in his private house unless he was exceptionally well acquainted with 
him, but abroad this practice is frequently as much the rule as the 
exception. A customer, too, often expects the representative of a 
good house to reciprocate the kindness by taking him and his wife out 
for the evening or by performing some similar act of hospitality. 

One would not be far wrong in saying that as a general rule time and 
space are no bar to business on the Continent. A railway carriage, the 
waiting room of a station, a café—in fact, anywhere and everywhere, so 
long as there is a chance of mutual profit, business can be done. Little 
time is wasted in preliminary “ sparring,’ an exchange of cards soon 
follows, and, if necessary, the conclusion of the business is formally 
carried out in the office of either party. The question of trusting a 
stranger is simplified by a mutual spirit of frankness and a wholesome 
Jack of shyness in giving references, thus enabling business with new 
clients to be transacted both with speed and efficiency. The natural 
continental spirit of camaraderie is nowhere else seen to better advan- 
tage than in this method of doing business, and the fact that business 
men of the highest standing are willing to employ it, if the occasion 
arises, deprives it of any idea of mawkishness. 


How to Quote for the Foreign Buyer 

Particular attention should be paid to the method of quoting a 
foreign buyer. By far the simplest way for the seller is to quote f.o.r. 
or f.o.b. nearest port. He is thus saved the trouble of insuring the 
goods and a possible loss due to fluctuations in freight. As soon as he 
obtains a clean bill of lading his liability for damage, etc., is at an 
end. Foreign buyers, who make regular purchases in England, often 
themselves prefer this to the c.i.f. quotation, as they are thus enabled 
to obtain the freight and insurances charges somewhat cheaper through 
collective shipment than if a single or isolated purchase were dispatched 
separately. 

Other buyers, again, who are located in the interior of the Continent 
like their quotations to be f.o.r. some such port as Rotterdam, Antwerp, 
<tc., where the great international forwarding houses have their 
branches or agents who can readily take over and dispatch the goods 
to their ultimate destination in the interior. This plan is of great value 
to both parties, as it enables them to effect the change of ownership 
“half-way ” as it were. It is quite easy for a British seller to obtain 
a competitive through rate to any of the great continental ports from 
a British port, and a foreign buyer on his side has equivalent international 
rail facilities from the coast to the interior. 
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One point must not be forgotten. In computing the cost of a 
quotation, say, f.o.b. or f.o.r. Antwerp, allowance must be made for 
the charges of unloading the goods at Antwerp quay and transhipping 
them or putting them on rail as the case may be. This “ allowance,” 
too, represents the precise difference between a quotation c.i.f. Antwerp 
and f.o.b. Antwerp. In the former case the consignor’s liability ceases. 
as soon as his goods have been discharged from the steamer at Antwerp ; 
in the latter he is responsible for the transhipment as well. 

Quotations such as f.o.r. Antwerp are frequently asked for by such 
inland countries as Switzerland, which has definite agreements as to 
railway facilities with the various States through whose territory the 
goods will pass in transit. Another important country without a sea- 
board, Czecho-Slovakia, has, under the Treaty of Versailles, been granted 
harbour facilities at Hamburg with the necessary portion of docks and 
warehouses and the right of transit across Germany by rail or by water 
along the Elbe. Thus a buyer in Prague would be best accommodated 
by a quotation f.o.b. or for. Hamburg, and a buyer in Poland by 
a similar quotation to Dantzig. 


The c.i.f. Quotation 


Where, however, the goods are consigned to a port which is in the 
country of destination, the usual procedure is to quote c.t.f. This 
quotation is the one which general experience has found to be most 
satisfactory both from the seller’s and buyer’s point of view, though 
some sellers who have had trouble with buyers owing to the goods 
arriving short or in a damaged condition may take a different view ! 
There is no doubt that if many foreign buyers, who will only buy c.i.f., 
could be induced to buy f.o.b. British port, the exporter would be 
saved a very great deal of trouble. But if we are out to capture the 
foreign market it is as well not to put unnecessary difficulties in the way 
by insisting on a f.o.b. quotation. The special attention which the 
c.i.f. quotation involves is not so very difficult to overcome after all, 
and a very little foresight and common-sense will enable the exporter to 
avoid the pitfalls of the unwary. 

I am dealing with the methods of quotation at such length because 
ignorance of the principles involved therein have been the cause of 
much international trade in the past being lost to the British exporter, 
owing to his lack of knowledge, blissful or otherwise, of one of the great 
essentials in his customer’s requirements. The war has certainly made 
some difference in this respect, for the movement of troops about Europe 
and other parts of the world has enabled them to grasp something of 
the traits, habits and customs of the other nations of the world, and 
this knowledge has been widely and wisely diffused at home. 
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Hints on Insurance 


Prior to the war, the insurance of goods dispatched overseas did not 
raise many difficulties, but during and after the war many factors have 
arisen which formerly necessitated but scant attention. It used to be 
the custom for the insurance in a c.i.f. quotation to be understood as 
against marine risks only, free of Particular Average; if any additional 
risks were to be insured against, that fact had to be specially stated. 
Now it is the custom to insure not only against marine with Particular 
Average, but also against war and riots and civil commotion, and very 
often against theft and pilferage as well. In the last case, if the policy 
is not made out to include this risk, the consignee should be instructed 
in time to make the necessary insurance, as otherwise, in the event of 
the goods being pilfered during the voyage, the consignee would hold 
the consignor liable for the loss. An avoidable dispute of this kind has 
before now led to the loss of a valuable customer where a little judicious 
foresight and knowledge of affairs would have avoided any friction 
whatever. In view of the general unsettled state of the world, 
“ Insurance ” is usually taken to mean against all the risks enumerated 
above. The premium on “‘all risks ” is costly, but allowance for this 
should be made in the c.i.f. quotation. 

The rise in marine insurance rates consequent on the war has often 
led exporters to quote ‘‘ Cost and Freight ” only, leaving the Insurance 
to be effected by the importer in his own country. This arrangement 
often enables a considerable saving to be effected, especially in the theft 
risk, for which British companies quote a very high rate, and which can 
often be insured against very much cheaper in the consignee’s own 
country. This is a matter, however, which should be unequivocally 
arranged beforehand with the consignee, as any doubt or mistake on 
that point might easily involve both parties in considerable financial 
loss—the one through the loss of the value of the goods, the other through 
the loss of his buyer’s future custom. Hence the great importance of 
the subject. 


(To be continued.) 
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A striking article from the Secretary to a group of public companies, describing how 
mechanical appliances save time, money and labour in the company office. 





Machinery for the Company Secretary 


By D. ©. D’Barts, A.O.LS. 


Time and Money-Saving Devices for the Office 


HE business world has in one year passed through unforeseen and 

unprecedented extremes. The anniversary of the height of apparent 
commercial prosperity has been marked by the lowest ebb of a period 
of wide industrial depression. 

In order to cope with the boom, and meet the depression, with the 
least possible disorganisation and expense, it is necessary for the 
company office to have an elastic system. The primary essential is an 
absolute minimum of staff, and note that in time of depression this 
entails a minimum reduction of staff, 

Until the Companies Acts introduced the principle of limited liability, 
no attempt appears to have been made to perform even the simplest 
operations of an office with the aid of machinery. The mass of small 
investors who came into the market through this principle, with the 
consequent communications to each individual shareholder, together 
with the requirements of the Companies Acts as to Government returns, 
brought the necessity for labour-saving devices to the forefront. Great 
strides have since been made in improving and perfecting the original 
machines, and experience has now firmly established their utility and 
advantages. 


Notable Labour-Saving Advantages 

During the last ten years, the work of a company’s transfer, ledger 
and dividend departments has been handled with conspicuous success 
by the system outlined below. It involves the use of the addressograph, 
with its concomitant the graphotype, the ledger posting and adding 
machine, and the cheque writer. The system expands to meet increased 
business with a minimum of disorganisation and expense, and in time 
of depression requires a minimum staff to do the necessary routine 
work, such as Government returns, etc. It shows an enormous economy 
in time and labour, the initial outlay having been repaid many times 
over. 

This is indorsed by the experience of the Great Eastern Railway 
Company who, owing to the withdrawal of a large percentage of their 
staff for service in the Army, reorganised the whole of their share work 
on these lines. I quote from an article in the Railway Gazette of 2nd 
May, 1919: “ The results obtained from the new system, which is now 
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beyond the experimental stage (having been in operation for two half- 
years) have exceeded the expectation of even the most sanguine sup- 
porter, for the labour involved in the preparation of the half-yearly 
dividend has been reduced by over 75 per cent.” 


Utility of the Addressograph 


From the inception of a new company the mechanical appliances 





POSTING CLERKS AT WORK IN A OHIOAGO BANE 


begin their career of usefulness. The full name and address of each 
shareholder, taken from the application forms, are embossed on the 
metal plates and put into frames. Cards bearing impressions from the 
plates are also inserted into the frames. The addresses are then filed 
` in drawers in dictionary order of shareholders’ names. The embossing 
of the plate is done in the time it would take to write the name and 
address by hand, and once it is correctly made, the possibility of mistakes 
is entirely eliminated. The address can be changed two or three times 
on the same plate by an eliminating device fitted to the machine. The 
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addresses are transferred from drawer to machine in one operation, the 
empty drawer being placed in the slide beneath the machine to receive 
the addresses back again in their dictionary order after printing. By 
the listing device attached to the addressograph, allotment sheets (Fig. 1), 
allotment letters, envelopes, and allotment return can now be printed 
in one-tenth of the time required if written by hand: not only correct, 
but in a uniform type, instead of all sorts and sizes of handwriting. 
This also refers to the call letter. 


BLANK COMPANY, LIMITED. swam 4% 


ACHOTMENT wd SHARES. 


250KHRISTOPHER oP ae ESQ. JR 


77, CLINTON 100 283 
*REDRUTH, CORNERED a 3) 132952 


MRS ELSIE ROE 40 
9O, WELLESLEY RD, 1329331152972. 
CLACTON OR GEA 


DAVIO ROSENGRASS,ESQ , 3 
22} OXFORD RD. 2001132975) 133252 


MANCHESTER, 


JASPER ROWLEY. ESQ., 
IBA, WATLING ST , 10001453253) 134252 
Ec 


THOS RUSSELL £80. 
PLEVNA 33 500|134253| 1347 52 


NEWMAINS 
LANARKSHIRE 


AMES HERVEY Prone ee eee ES 
a CLARION TAME Q 20|134733| 134772 


VORR 





FIG. I—REDUOED FACSIMILE OF ALLOTMENT SHEET 


The printing of the name and address, both on the allotment or 
cal letters themselves, and on the perforated slips at the bottom, 
can be done by the duplicating device, thus forming a complete check 
for the banker and the posting clerk, when the slips are entered in the 
pass book, and returned for posting to the shareholder’s account. 

Where there has been a large number of applications for shares, it 
is often difficult to complete the new share certificates within the two 
months allowed by the Companies Act. With the aid of the addresso- 
graph the operation can be performed very rapidly and efficiently. The 
certificates and counterfoils are received from the printers unbound, 
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and the names and addresses are printed by the machine on both. 
The number of shares and distinctive numbers are then inserted, and 
the certificates returned to the printers to be bound. 


The Loose-leaf Ledger 


By the adoption of loose-leaf ledgers for the register of members, 
several advantages are gained— 

(1) The shareholder’s name and address can be printed by the 
addressograph on each. 

(2) The shareholders’ names are kept in dictionary order, corre- 
sponding exactly with the arrangement of the addressograph plates. 

(3) Only live accounts remain in the registers. This last is of in- 
calculable value where a company’s shares are constantly changing hands. 
Under the old system the Great Eastern Railway Company, for instance, 
had periodically to re-write the whole of the thirty-six volumes comprising 
their register of members. 

The adoption of the loose-leaf principle by railway and other great 
companies is sufficient warranty of its security. The ledger can be 
fitted with a Yale lock if required, but for the purpose of the register of 
members, a numerical index of the sheets is sufficient. The share- 
holder’s name and his opening allotment or transfer number is entered 
in the index against the number corresponding to that of his ledger 
sheet. The index is checked by the company’s auditor. It is, however, 
possible by a system of decimals, as described by Mr. J. S. Newth in 
his article on ‘‘ The Loose-Leaf Ledger ” in the April number of this 
magazine, to keep the sheets not only in alphabetical but also in numeri- 
cal order; and this overcomes one of the strongest objections that 
auditors and accountants have raised to the loose-leaf principle. 


The Ledger Posting and Adding Machine 


The posting of the allotments and transfers is done by the ledger 
posting and adding machine, which inserts date, transfer or allotment 
number, number of shares, and distinctive numbers. The machine adds 
the number of shares, and in the opening postings from the allotment 
sheets, in order to check the correctness of the posting, the operator 
has only to compare the total at the bottom of each allotment sheet 
with the figure shown on the machine. 

For the posting of transfers to the share registers the deeds should 
first be arranged in alphabetical order of buyers, and addressograph 
plates made for all the new shareholders. The headings on the new 
ledger sheets are then printed and passed to the posting clerk. The 
correct total of the shares represented by the deeds to be posted must 
be ascertained, either from the auditor’s certificate (if the transfers are 
checked by auditors), or otherwise by a total on the adding machine. 
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On completion of the posting of the buyers, the total shown on the 
machine should agree with this figure, and similarly after the posting 
of the sellers. The gain in accuracy of posting by this method is in- 
estimable; while the neatness and general appearance of the registers 
can be appreciated by reference to the sheet shown in Fig. 2. 

The extent to which these latest ledger-posting machines and loose- 
leaf registers have been adopted in the United States is illustrated by 
the photograph on page 320, showing the posting clerks at work in a 
large Chicago bank. 
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FIG. IL-—REDUCED FACSIMILE OF LEDGER SHEET 


Clerical Labour Superseded 

The annual summary of members, which has to be done in duplicate 
in accordance with-the Companies Act, involved an enormous amount 
of clerical labour where the list of shareholders was large. This is now 
done almost entirely by the addressograph and adding machine in about 
one-twentieth of the time formerly occupied. The Registrar of Joint 
Stock Companies will accept specially ruled paper, which is obtainable 
at all leading stationers, and by the use of which the cost of paper alone 
is reduced by half. 

In payment of dividends the fullest use of machines can be made, 
especially as the dividend must be completed in a limited time. If a 
shareholder has given instructions for dividends to be paid to his bank, 
an extra addressograph plate is required bearing the name and address 
of the banker and the shareholder’s name. This is placed immediately 
after his ordinary name and address plate, from which it is distinguished 
by being framed in what is known as a tab frame, and the particulars 
printed on a distinctive coloured card. An example might read “ Bar- 
clays Bank,” Chingford, a/c James Free.” By means of the selector 
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device on the addressograph, these tab frames are omitted in the printing 
of the dividend list and annual summary. The amount of the dividend 
being known before the closing of the books, the required table showing 
the gross and net amount of the dividend on all numbers, say, up to 100 


v . 2481 BLANK COMPANY, LIMITED. 
PREFERENCE DIVIDEND No. 18. 


1, Lonpon Wart Buitpincs, 
Lonnon, EC 2, Fat July, 1920. 
Sr orn, MADAM, 
{ beg to hand you Warrant in payment of Divdend, free of Income Tax, for the balf-year ended 
Ith June, 1920, oa the 7 % Cumulative Partcpating Preference Sharos of this Company of which you 
were the registered propnetor on the Ith June, 1920, væ :— 
AG ., Priterence Shares of £I each. filly pad at the rato of Seren 
Ber oeni: Por ARTU . 8458—13 - 4+ 
1 hereby certify thal this Company karag bron assested for Incoms Tax tn rospaci of ths whols of ts profs and gains, ihe uboze Divtdemal 
tsa porten of such profi and gain 10 respect of phish income Tax het boon, or will be, paid over te the proper officer for the voces pt of Taxes 
Yours fathfull 
$ A. B, WILTON, 
DUNCAN MACKAY, ESQ., Secretary. 
78,WEST CLYDE ST., San 
HELENSBU . dg 
Jt n harchy cortified that had Income 
SCOTLAND. Tax heen deducted from this Dividead suck 
would have been at the rate of 6/- Inthe £ 


‘Th portien ie to be carefully retained by the Shareholder, to be weed 


Beyenes for rebate of Income Tax, 


BLANK COMPANY, LIMITED. 


2481 PREFERENCE DIVIDEND No. 18, 
R Sa ———— 


To LLOYDS BANK LIMITED, AE tonon, 14 July, 1920. 
72, LOMBARD STREET, LONDON, E * 


Pay _cevercumps 
to the Order of 


DUNCAN MACKAY.£ESQ,.. 
78,.WEST CLYDE ST., 
HELENSBURGH, 
SCOTLAND 


LI L3 H 
Signature of Payee 


T This Draft must be sigaed by the person to whom it se made payable and presented for payment within 
ex months 





BIG. I0.—-RHDUCED FACSIMILE OF DIVIDEND WARRANT 


shares, and for multiples of 25 shares or less up to 1,000 shares, can be 

prepared on the adding machine. After the final postings, and while 

the dividend lists are being printed by the addressograph, the balance 

of shares on each shareholder’s account in the register is brought out | 

in the balance column in a distinctive coloured ink. The dividend lists 
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are passed to the adding machine operator, who fills in all particulars 
against each shareholder’s name, the machine adding the shares, money 
and any fractions of a penny. The totals are printed at the foot of 
each sheet. On completion, a summary of all the sheets can be made 
by the adding machine. The dividend warrant number is inserted by 
the ordinary progressive numbering machine, which completes the 
sheet. The printing of the dividend warrants by the addressograph 
can now proceed. Those to be sent direct to shareholders have the 
name and address printed both on the top half and in the body of the 
cheque (Fig. 3), no objection being raised by the banks to the address 
being included, as it gives an added security to the cheque reaching 
the right person. 

In the case of the dividend being payable to a bank for account of 
a shareholder, the operator (who gets his cue from the different coloured 
card) prints the particulars contained on the bank plate; for example, 
“ Barclays Bank, Chingford, a/c James Free,” on the top half only. 

The number of shares and the amount of the dividend in figures are 
now filled in on the top halves for banks, and on the warrants for share- 
holders, this being practically the only operation of the whole dividend 
performed by hand. 


The Protectograph Cheque Writer 

The amount of the cheque is copied in words, with a special acid- 
proof indelible ink by the “ Protectograph Cheque Writer,” a wonderful 
little machine, which will insert any amount from Id. to £1,000,000, 
there being no possibility of alteration without detection. 

The top halves of the warrants relating to banks are collated, and 
one cheque for the total payable to each bank is drawn. This, accom- 
panied by the corresponding top halves and a list prepared on the adding 
machine, is forwarded to the head office, who distribute to the various 
branches. 

It will be appreciated that an enormous amount of manual drudgery 
is saved by the use of the machines described above; while a system 
based on them, being both speedy and accurate, combines economy 
with efficiency. In any up-to-date office they are invaluable, in the 
company office they are indispensable. 
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“System Run Riot” 


By Jonn Leg, M.A., M.Com. 


An Attempt to State the Other Side of the Issue 


In our last issue Mr. J. B. Jordan made a vigorous attack on “ Over-systemisation,’’ 
Our contributor examines that attack and claims to reveal some weak points in it. 


O fair-minded man would deny that there is always a danger of 
allowing a new idea to run riot. Similarly there is a very human 
tendency towards allowing old ideas to become tyrannies. Mr. J. B. 
Jordan deals lustily with modern writings on systematisation. Some 
of these proposed systems, he says, have “ no better claim to continued 
existence than the fact that details have been published in some business 
magazine.” Now this preliminary assault carries us rather far. Plato’s 
Republic has no higher claim than the fact that details were published ; 
the Bible itself would come under censure for presenting precious truths 
in a readable shape. In fact, what else can the thinker do? If he 
invents a machine he can make a specimen, but if he gives birth to an 
idea surely he is a benefactor if he frankly gives that idea to the world. 
It is open toa manager to adopt the idea or not to adopt it. At any rate 
by means of the business magazine he can consider the idea and weigh 
it in the scales of practicability. He can give “ a wiser and more simple 
and sane application of it to business life,” if he likes, or he can give it 
no application at all. In fact, on one ground he can refuse to consider 
it and only on one ground, and that is that the organisation which he 
controls is perfect. If it is perfect, then he wants no ideas on system, 
for he has achieved all that system can achieve. But the perfect 
industrial organisation has yet to be found. Most of us who have 
responsibility of management know quite well that if we only probe 
into the organisms of which we have the charge we shall find imper- 
fections. And it is valuable to know how other managers have dealt 
with imperfections. Just as a medical man reads week by week of the 
experiences of other medical men, and learns from them for his own 
practice, so an industrial surgeon wants to know how to diagnose ailments 
and what remedies other industrial surgeons have found to be efficacious. 
Mr. Jordan would have the freshly-graduated M.B. cease henceforward to 
keep in touch with developments of science. He will not read the 
medical journals because all that appears therein has “ no better claim 
to continued existence than the fact that details have appeared in 
some [medical] magazine.” 
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Moral Value of System 


Now writers on system are essentially the gatherers of comparative 
data for general use. They do not dogmatise. They do not teach a 
salesman how to open a door, but they tell him that the way to open 
and to close a door is a detail which is not to be despised. The salesman 
may choose to assert his individuality by entering any door he chooses 
without knocking or by banging it when he leaves. This may be an 
admirable method, if it has been thought out and deliberately adopted. 
It may show his individuality and may be in keeping with that indi- 
viduality. But the writer on system protests against such conduct if 

-it is an evidence of lack of thought or of consideration—which is the 
same thing as considerateness, after all—in which case it is rude and 
ill-mannered. There is no question of stereotyping anybody, save in 
so far as it is stereotyping to weigh up every detail which may make or 
may mar success. Similarly it may be the case that it would have paid 
an engineering firm to lose “a few thousands ’’—a delightfully vague 
total—of a certain article rather than introduce a system of recording 
stocks of sundries. But how about the moral value of such loss? What 
do the workers think of such waste? What influence has it on their 
minds? It is only when we impress our staffs with the idea that they 
are to co-operate with us in preventing waste of the world’s goods that 
we shall get the finer loyalty and the finer co-operation. Samuel Budgett 
promoted an employee who stooped to pick up a pin, and Samuel Budgett 
did not make his livelihood by writing articles on system. But a shrewd 
instinct taught him the moral value of infinitesimal care. It is worth 
what Mr. Jordan would call a loss to have meticulous thought for small 
things, and strict probity comes near to carefulness in these matters. 


The Business World and the Thinker 


Nor is it true that the writers on system want us to give up thinking 
for ourselves. Mr. Jordan’s contribution is especially welcome because 
he is thinking for himself. No one mind can compass the whole truth. 
The advanced social thinkers of our day are well aware of the peril of 
regimented thought which may come from over-centralisation ot industry 
in the hands of the State. To my mind it is the one outstanding formid- 
able difficulty. Every writer on system invites criticism. He lays his 
details bare for that purpose. Hitherto great managers have invented - 
systems, or have allowed systems to grow, and have kept them a deadly 
secret. The day has gone by for that method. The world has a right 
to our expert thought. The individual manager may “ break away from 
system,” as Mr. Jordan says, but it is only when he has mastered all the 
proposed systems. It is the expert who can afford to lay rules aside, 
and even then he acts with the perpetual knowledge of that which is the 
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spirit of all.the rules. Let Mr. Jordan try to ride a bicycle and definitely 
decide not to turn the wheel in the direction in which he is seeming to 
fall. That is the system by which he was taught and he cannot throw it 
overboard, because it has become the very warp and woof of his bicycle- 
riding. He thinks he is independent of the system, but he is only 
independent because he has adopted it so thoroughly that it is embedded 
in his sub-conscious mind. He will not “ lose his best men ” by letting 
them read articles on system, but his best men will know how to read 
such articles and to profit by them, and by that means the thought and 
experience of other men are at their disposal. If the “ best’ men have 
reached the level that the world of experience has nothing more to 
teach them, then Mr. Jordan should encourage them to become writers ' 
on system. Thousands of us are hungering to learn from such men. 


Benefit of Free Interchange of Thought 


As to remuneration and livelihood, we are on delicate ground. I think 
myself that there are very few writers on system who make a livelihood 
by such writings. On the contrary, I am sure that if it happened that 
any of us give birth to an idea, Mr. Jordan would prefer that we should 
be remunerated for putting that idea into readable shape. Gratuitous 
work will never be the best work. If I am to write for nothing on 
questions of business psychology, I shall be tempted to write, for liberal 
payment, on turf topics or on football. After all, the interchange of 
readable thought is not very different from the interchange of other 
commodities, and it is healthier to have it on a reasonable commercial 
basis. But it is still the case that it is done com amore. Many of us 
have our hearts in it and we only want to encourage systematisation in 
so far as it has heart or spirit or humanity in it. There is room for 
many more of us, thinking out the problems from varying points of 
view, having a single aim towards efficiency and being more ready to 
learn than to teach. If it is held that the best system is no system at 
all, the blind pursuit of the idea of the day, without correlation with 
other men’s ideas, holding each individual to his own estimate as a 
pattern of perfectibility—well and good, let that view be defended. 
But if, on the other hand, there are deficiencies to be remedied and gaps 
to be filled and human insufficiences to be guarded against, let us go 
forward with frank and full discussion of remedies and of improvements. 
There may be those who carry mere system too far, but at least it may 
be said of them that they are conscious that ours is an imperfect world 
and that it is better to try some small efforts at improvement than to 
fold our hands with placid complacency. 
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This readable contribution recommends the formation of joint associations of employers 
and employed to carry on the invaluable work of the Industrial Fatigue Research Board. 
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Joint Associations for Industrial 


Research 


By M. Wuson 
Member of the Industrial Fatigue Research Board 


Important progress has been made in the solution of some of the most difficult 
problems of Industry through the investigations of the Industrial Fatigue Research 
Board. Some of the more remarkable results achieved by the Board are described 


below, and the author strongly supports the suggestion that supplementary research 
and experiments should be undertaken by employers and employed, working together 
on a voluntary basis. 





HE suggestion made by Mr. D. R. Wilson, secretary of the Industrial 
Fatigue Research Board, in a letter to the Times of 16th April, 
that joint voluntary associations of employers and employed for the 
purpose of research should be formed in different industries, undoubtedly 
deserves consideration. The results achieved by such joint associations 
should be of peculiar value because the co-operation of representative 
workers who had been actually employed in the various processes with 
their employers would ensure a comprehensive knowledge of the needs 
of a particular industry, and a joint study of the problems involved 
would facilitate the introduction of such reforms as might prove necessary. 
Unfortunately the use of improved methods in America was at first 
vitiated by the treatment of the workers merely as human machines. 
The ideal was to encotirage those who resembled the ox in mental capacity ; 
they were told that “ a high-priced man has to do exactly as he’s told 
from morning till night,” and they were tricked by the use of a stop-watch 
concealed in a sham note-book. The establishment of joint associations 
would be a guarantee against sucha policy, which can only have a fugitive 
success. 

The Industrial Fatigue Research Board, on which has devolved the 
task of carrying on under peace conditions the work initiated by the 
Committee dealing with the Health of Munition Workers, has secured 
the confidence of the workers if we may judge by the attitude of Labour 
Members of Parliament when the Government recently proposed to 
terminate the existence of the Board prematurely. The Board makes 
a practice ‘of consulting trade union officials with regard to proposed 
inquiries, and of considering suggestions received from them with regard 
to other matters for investigation ; committees dealing with particular 
industries always include one or more representatives nominated respect- 
ively by employers and employed, and a careful explanation of the 
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objects of -the Board is furnished in print or otherwise to individuals 

concerned in experiments made by the investigators. It is, of course, 

impossible to give within the limits of a short article an adequate account 

of the various inquiries completed by the Board or now in progress, some 

of which are highly technical in their details, but it may be of interest 
_ to indicate shortly a few of the more important results obtained. 


The Value of Rest Pauses 

One of the main questions investigated has been the effect of the 
period of employment upon the health and efficiency of the workers, 
including the determination of the length of spells of work, and the result 
of instituting frequent rest pauses in certain classes of work. These 
inquiries only serve to emphasise the importance of further research 
and experiment in order that each industry may determine for itself 
the period and distribution of hours best suited to its needs. Certain 
general rules are likely to emerge, for example, that pre-breakfast work 
is uneconomical, and that a spell of four hours or more should always 
be broken by an interval for rest and refreshment, but the ideal arrange- 
ments must vary with the conditions and nature of the work. An 
inquiry dealing with the boot and shoe trade threw light on the value 
of Saturday work in that industry, as it was found that the output when 
doubled was often less than 75 per cent of that on other days of the week. 
The results of an investigation into the period required by workers to 
adapt themselves to shorter hours is interesting and important. It has 
been found that when excessive hours are worked there is a tendency on 
the part of those employed to spare themselves by unconsciously slack- 
ening their pace and wasting more time, and that therefore the full 
results of a reduction to the optimum period are not immediately exhi- 
bited. The time required for adaptation in a particular case cannot be 
. predicted, but hourly output tends to increase more rapidly in simple 
than in complex processes. For example, it was found that the period 
required was about two months when the hours of tinplate millmen were 
reduced from 8 to 6 per shift, thirteen months when those of open-hearth 
steel smelters were reduced from 12 to 8 per shift ; in fuse operations the . 
period varied from two to four months, and in big shell operations from 
two to six months or more. It appears, on the other hand, that where 
hours are increased there is little or no adaptation, but the result is an 
immediate dead drop in hourly output. The bearing of this observation 
upon the effect of intermittent overtime is obvious and of great 
importance. ` 

It is also interesting to note the adverse effect of fatigue in male 
operatives upon the work of women under their charge. In a shell 
factory where the men’s hours were reduced from 634 to 54 per week the 
women’s output in various operations increased 10 per cent to 42 per cent, 

330 





Joint Associations for Industrial Research 





although their own hours had been lengthened from 444 to 54. The 
fatigue of the men under the former system was further indicated by 
the reduction of lost time from 11-8 per cent to 6 per cent. 


A Boot and Shoe Trade Experiment 


An interesting and suggestive experiment made in the press-room 
of a stiffener factory in the boot and shoe industry has been described 
by one of the investigators. The double presses, upon which formerly 
two girls had been continuously employed, were worked by a team of three 
girls, each of the three spending twenty minutes during the hour in a 
comfortable rest-room, and occupying herself as she chose. By this 
means the hours of the individual worker were reduced from 46 to little 
over 30 per week. Unfortunately the experiment did not last much 
more than six months, as the firm discontinued this process, but during 
that period the output from the six presses increased over 44 per cent, 
and was accompanied by an increased individual output in the case of 
the less skilled and less robust workers. It is significant that this increase 
was secured without incurring the expense of purchasing new machinery. 
The system of payment adopted was a day rate plus a bonus on output 
calculated for each press, the members of the team receiving an equal 
bonus proportional to the amount of work done during the week. The 
result of a trench-diggirig competition during the war, where a company 
«divided into gangs who worked as hard as possible for five minutes and 
rested for ten easily beat another company who worked continuously 
until tired and then rested, suggests that experiments of this type in 
heavy work would be invaluable. 

The effect of atmospheric conditions upon the health and efficiency 
of the workers has also occupied the attention of the Board. It is 
essential that the air should be cool, dry, diverse in temperature rather 
than uniform and monotonous, moving rather than still. If these pre- 
cautions are neglected the operatives are prone to suffer from nervous 
depression, lethargy and inefficiency of the muscular system, disturbance 
of the digestive functions, cardiac overstrain, and vulnerability to 
infectious disease ; and, further, the determination of atmospheric 
conditions from morning to evening should be avoided as far as possible 
because it makes additional demands upon the energy of the workers. 

It was found that in tin-plate works where good artificial ventilation 
was installed the summer output was only 2-9 per cent less than that 
during the winter months, whereas the reduction in factories without 
artificial ventilation was much greater, even amounting to 9-2 per cent. 
It seemed probable that a thoroughly efficient system of ventilation would 
increase the average output throughout the year of unventilated factories 
by 12 per cent or more. There is no general agreement as to the ideal 
temperature suitable for different classes of work, but it is now recognised 
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that it shduld vary with the nature of the work, and it is therefore a 
suitable subject for investigation by joint associations. It is also 
important to explore the possibilities of maintaining a lower temperature 
in the factory than that outside, when the outside temperature is above, 
say, 70 per cent. It is obviously desirable to secure the co-operation 
of the operatives with regard to improvements in ventilation. Many 
of the older workers have become inured to unhealthy atmospheric 
conditions, and a sudden change might cause discomfort ; for this reason 
it is easier to increase ventilation in the summer, continuing it into the 
autumn, instead of installing it ata cold season. Each industry will have 
its peculiar problems; in the potteries, for example, it is desirable to 
retain or increase the drying powers of stoves, and at the same time 
to reduce the flood of hot air which passes from them to the shop. 


Result of Time and Motion Study 


It would not appear from an inquiry undertaken by two members 
of the Board that much time and motion study of at all an elaborate 
character has been yet undertaken in Great Britain, but the Board 
has issued an interesting report by Dr. Myers of an experiment by the 
Derwent Foundry Co. at Derby, which indicates the importance of further 
research on similar lines. The managing director took the view that at 
present both employers and workers are at the mercy of guess-work 
because neither party has adequate knowledge of the possibilities of a job, 
and that the existing unrest is largely due to this unsatisfactory condition 
of affairs. He therefore explained to the workpeople that the firm was 
out for higher wages, shorter hours, and increased output, and asked 
whether they would be willing to assist by having their movements 
studied in order that useless and unproductive movements might be 
detected and eliminated. The full co-operation of the workers was 
obtained, and the study was directed to the analysis of the various jobs 
by means of a stop-watch, the arrangements of tools and materials in 
such a manner as to avoid unproductive movements, the establishment 
of a standard set of movements together with a standard time for the 
performance of each, and the combination of such movements as could 
be performed simultaneously. When the movements had been standard- 
ised a card of instructions for each job was given to the workers during 
training, the hours were reduced from 54 per week to 48, and a daily 
rate about 25 per cent above the standard rate for the district was intro- 
duced. Training was given individually and not by groups, as it was 
found that the amount of supervision and instruction required varied 
considerably. A standard “ output ” was arrived at, and on it was based 
a piece price calculated to yield a fair day’s wage without the addition 
of bonus, and when workers were sufficiently trained to earn more at 
piece rates they were paid on this system instead of by day-rate. Further, 
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when output reached 60 per cent of standard a bonus was paid in the 
form of a differential piece-rate by means of which the price paid per piece 
rose automatically with increased output. It is important to note that 
the workers received an assurance that piece rates would not be altered 
so long as methods of work remained unchanged, and also that they were 
given permission to return to the old system at any time, although no 
worker, in fact, chose to do so. The resultant increase of output was 
enormous; for example, the value of output on one job increased five- 
fold, although the price paid for it was reduced 13-3 per cent. The 
output in the machine shops was increased by over 300 per cent, while 
in the case of moulding and casting it was estimated that about 90 per 
cent of the increase was due to improved efficiency on the “ human ” 
side, over 20 per cent of this increase being the effect of training. 

These results speak for themselves, and it must be remembered 
that, in this case, workers who had become accustomed to other 
methods had to be re-trained. The importance of experiments in time 
and motion study for the training of young workers can scarcely be 
exaggerated, because in this case there is none of the difficulty con- 
nected with breaking old habits of work. Some experiments carried 
out by one of the Board’s investigators showed that learners trained 
from the outset on a method arrived at by motion study rapidly 
achieved an output in excess of workers who had been at the work for 
a long period. In this case, it was difficult or impossible to re-train 
women who had been using the old method. 

Another matter, closely connected with training, which deserves far 
more attention and investigation than it has yet received, is vocational 
selection, a science which is still in its infancy. The Board is concerned 
with this question also, but no results have yet been published. The 
subject offers a suitable field for joint research, because little progress 
will be made so long as there is any suspicion that the workers will be 
treated like machines and utilised for the advantage of the employer 
without regard to their own interests. 


The Board and Voluntary Associations 

It is clearly impracticable for an outside body, such as the Industrial 
Fatigue Research Board, to undertake the vast amount of detailed 
research necessary to secure a maximum of health and efficiency through- 
out the industry. The function of the Board should only be to pave the 
way for joint voluntary associations by exploring some of the problems, 
and suggesting means for their solution. The present industrial com- 
mittees working under the supervision of the Board should form the 
nucleus of such associations, and it is hoped that in other industries 
employers and employed will be stimulated by the results already achieved 
by the Board to initiate investigations themselves. The National Institute 
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of Industrial Psychology, which has been recently established, should be 
in a position to undertake any laboratory work found necessary as a 
preliminary, and also to train investigators who have already an intimate 
knowledge of the trade concerned. It is obviously desirable that such 
investigators should not be academic outsiders, but that they should 
approach their task with a full apprehension of the needs of the particular 
industry, and that they should be nominees of the joint association. 
Dr. C. S. Myers, the Director of the Cambridge Psychological Laboratory, 
who has been concerned in establishing this institute, has recently published 
an extraordinarily lucid volume on Mind and Work, which those who 
contemplate embarking upon a joint association would do well to read. 
His object is to convince his readers that “‘ of the four main determinants 
of industrial and commercial efficiency—the mechanical, the physiological, 
the psychological, and the social and economic—the psychological 
is by far the most important and fundamental. Intelligence in foreseeing 
demands and in improving industrial conditions, and a sympathetic 
understanding of the standpoint of others, are much more ‘ productive’ 
than mere capital or mechanical labour.” Sympathetic understanding 
is more likely to be arrived at by joint research than by any other means, 
and the benefit of such an understanding would be fully reaped when 
the time arrives for making the improvements which have been mutually 
agreed upon. Members of the association representing the employers 
would be more ready to agree to safeguards demanded by the workers 
in the introduction of improvements, because they would have learnt 
to realise the ground for suspicions on the part of those employed, which 
have unfortunately been too often justified in the past. 


Safeguards for Labour 

To take two examples—the results of time and motion study will 
lead to new systems of payment which can only be satisfactorily installed 
if the trade unions concerned are assured that they will not lead to rate 
cutting. Agreement must be arrived at as a preliminary that any fresh 
system of payment shall have the assent of both parties, shall be subject, 
if desired, to a trial period, and shall not be altered so long as the 
machinery and conditions of manufacture remain the same, when a fresh 
agreement shall be made. The other fear which would have to be 
allayed is that increased output by a better arrangement of work, though 
it would benefit the trade in the long run, might lead to temporary indi- 
vidual unemployment. The demand by labour for security of employment 
is absolutely fundamental, and must be reckoned with, because otherwise 
the first question with respect to any change must be, “‘ Will it be likely 
to lead to unemployment?” Again, vocational selection of workers, 
which is in itself of paramount importance for efficiency, will be a failure 
unless the object is to find the right job for the man, as well as the right 
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man for the job. The interests of the individual must be considered, 
and it is one of the most hopeful results of investigations already made 
by the Board that workers, found to be ill-suited physically or mentally 
to the particular process into which they have drifted by chance, may 
possess peculiar aptitude for some other process in the same factory, 
and that judicious transference will meet the case. 

An obvious corollary to the work of joint associations would be that 
they should secure the assistance of works committees in bringing about 
the changes required. The workers would be predisposed to regard 
joint recommendations with favour, and if they shared the responsibility 
for the actual introduction of improvements there would be far less 
danger of friction. : 

One effect of joint research, namely, a greater interest in the industry 
as a whole on the part of the workers’ representatives, might well be 
extended to other operatives. It was remarked during the war that if 
it were practicable to take the boys working at Woolwich a tour round the 
Arsenal they would take far greater interest in their work, and would 
become more efficient in consequence. In one case a well-known firm 
has reported upon the results of lectures to their employees, and it has 
come to the notice of the Board that other firms have found it advan- 
tageous to make members of works committees, or even all their opera- 
tives, acquainted with the whole work of the factory, by showing them 
the various processes. 

Space does not allow full discussion of the points raised, and there are 
others which have been already indicated by the experience gained in 
the course of the Board’s work, but the object of this article will have been 
attained if it is successful in inducing readers to think out for themselves 
the lines upon which research is needed in the trades with which they are 
concerned, and to explore the possibility of setting up joint voluntary 
associations. 





“Rubber, Tea, and other Tropical Produce ” 


(CONTEMPORANEOUSEY with the Rubber Exhibition at the Royal Agricul- 
tural Hall, an extremely interesting brochure under the above title was issued 
by Messrs. Harrisons & Crosfields, Ltd., 1-4 Great Tower Street, E.C.3, descriptive 
of the varied activities of this famous firm in the Far East. In addition to details 
of the remarkable progress of the Company’s business, which has greatly developed 
since the rise of the plantation rubber industry in 1900, a mass of valuable and 
interesting data is given in the brochure concerning the growth and marketing 
of rubber, tea, coffee, tobacco, and the spices and other products of the Tropics. 
The concurrent advance in the treatment of tropical diseases, made possible by the 
researches of the Liverpool and London Schools of Tropical Medicine, 1s also fully 
described. The many capital illustrations enhance the value of the booklet, which 
is an advertsing production ot considerable merit. 
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Preparing for the Inspector of Taxes 


By W. REGINALD Bray 


J“ view of the nature of the questions which are nowadays fired at 
secretaries of companies and owners of businesses it will be found 
of very great assistance to forward to the Inspector of Taxes addıtional 
information when rendering accounts, so that these questions (which 
embody innumerable points) will almost answer themselves. 

It is useless to send copies of accounts to the Inspector of Taxes in 
the form in which they are produced to the shareholders (although a 
print of such accounts may be asked for) or perhaps in the form the 
owner of a business wishes them to take. 


Put Yourself in his Place 


Assume for a moment that “ yow are the Inspector of Taxes ”—you 
receive accounts from which your computation will be built up, and if, 
as you go through them and find that a lot of additional information is 
required, it is obvious that you will put the account aside and instruct 
a clerk to ask not only all the usual stereotyped questions but many 
more, which you will insist on obtaining before touching the accounts 
a second time. 

Should you have received the accounts presented in such a manner 
that the computation could have been readily dealt with, you would, 
without a doubt, have cleared up the matter forthwith. Coming back, 
therefore, to the business man’s side of the question, it will pay him in 
the long run to see that his accounts are put in such order as will prevent 
the receipt of these interminable and weary questions. Let us consider 
the accounts seriatim and see where the loopholes are. 

There is, as a rule, not very much in the Trading Account question 
to worry about, excepting that if the stock as shown does not agree with 
the amount of stock as shown in the Balance Sheet, it should be reconciled 
on an accompanying note. 

The total stock in the Balance Sheet may be £15,000 and in the 
Trading Account £14,800, the difference of £200 being £100 stationery 
stock and £100 stock of showcards which have been deducted from 
the cost of these overhead charges respectively. 

The Profit and Loss Account, however, will present more techni- 
calities as far as Income Tax is concerned, and preparation should be 
made for answering all the crucial points which may arise. ' 

Any increase or decrease in rent payable should be fully explained. 

The charge under the head of Income Tax should be carefully analysed 
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under each schedule (“ D,” “A,” “ B,” etc.), discriminating also between 
House Duty and Land Tax (if any). 

Directors’ fees, if varying from the preceding year, should be analysed 
showing the amount drawn by each director during the last and previous 
year. 

Trade expenses, if showing any material increase or decrease, must 
be dissected, as the Inspector of Taxes is always wary of this account 
under whatever name it appears. A complete list of trade and charitable 
subscriptions should be prepared, as this is always asked for. 

Law charges should split up as between ordinary business expenditure 
and those charges in respect of capital. 

Should the amount of “ Bad Debts written off” include anything 
for “ Reserve ” it should be so stated. 

“ Depreciation written off ” as shown by the Profit and Loss Account 
ought to be reconciled with the depreciation deducted from the assets. 

Interest payable should be stated whether on debentures, on loans 
(temporary or permanent), on bank loan, or on debts owing to German 
Nationals, as all these details concern not only Income Tax but Excess 
Profits Duty and Corporation Profits Tax as well. 

Any great increase in repairs should be explained under concrete 
heads, especially when any special work has been carried out. 

On the credit side of the Profit and Loss Account differences in rents 
receivable should be prepared, and dividends and interest receivable 
must be detailed very fully as to whether “‘ less tax,” “free of tax,” 
“untaxed,” or “ tax compounded,” and from which source, viz., loan, 
bank or dividends, etc. 

As to the Balance Sheet itself, set this out as fully as possible— 
don’t show “ Debtors less reserve ” £20,000—insert (a) The reserve for 
bad debts, (b) The reserve for discounts to be allowed. 

Investments may have materially altered from last year, and they 
should be so detailed that the variation can be spotted immediately. 

Inspectors having the power to ask endless questions, it will there- 
fore facilitate the agreement of assessments if a little more attention is 
paid to detail which very often in the end has to be given, whereas a 
little care in the preparation of accounts will get rid of three-quarters 
of the trouble arising if some of the points mentioned here are considered. 

Every business has its own titles for accounts peculiar to the trade 
concerned, and they should be explained wherever it is thought to be 


necessary. 


Typical Income Tax Questions of the Day 
Some of the questions which inspectors are asking to-day take the 
following form— 
(1) What is the value of any goods in kind given to charity ? 
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(2) How many horses have been purchased or sold or have died 
during the year? 

3) How many acres of your land for buildings is “‘ freehold ” ? 

4) Are the accounts presented the same as the audited copy? 

5) Is your stock valued on the same basis as last year ? 

6) Interest payable £ 
and full address. 

7) What are the shareholdings of the directors ? 

8) When was your motor lorry purchased ? 

) Is the loan £10,000 a permanent or temporary one ? 

0) Give a list of the bad debts written off and dates when incurred. 

1) What is your reason for the drop in the percentage of gross 
profit ? 

(12) Give a copy of the Bank Deposit Account for the year under 

review. 

All these questions have a deeper meaning than they portray, and 
therefore it is of the utmost importance to see that one is armed before 
fired at. 

In conclusion, any information considered necessary to enable the 
inspector to agree the assessable profit, which cannot be shown in the 
accounts, should be contained in a covering letter accompanying the 
Balance Sheet. The onus probandi will always be on the taxpayer’s 
shoulders. 





To whom was this paid? Give name 





“The Rules of Golf” 


i consequence of the important changes made last September in the rules of 
golf by the Royal and Ancient Golf Club of St. Andrews, the Royal Insurance 
Co., Ltd., have issued a new and revised edition of their handy booklet giving the 
new rules in extenso. The booklet, which also contains an article on the vexed 
question of the merits of the rnbber-core ball, a complete index, and an inset 
showing the difference between the old and new rules, will slip comfortably into the 
waistcoat pocket. Any of our readers who are golfers can obtain a copy of this 
useful publication, post free, on application to the Company’s head offices, North 
John Street, Liverpool, or from the London office, Lombard Street, or any of the 
Company’s branches. 
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“ Particular scrutiny of stock valuations in the final period is to be expected.” This 
article will help you to meet it confidently. 





Excess Profits Duty and the Valuation 
of Stock 


With particular reference to the Final Accounting Period 
By CLAUDE A. FRYER, A.O.A. 
(Concluded from p. 262) 


Mr. Fryer sums up the broad principles on which relief is granted by the Govern- 
ment in connection with the valuation of stocks for the winding-up of the Excess 


Profits Duty, and his hints will be of great value to traders and accountants when 
preparing their statement of accounts for the final settlement of liability. 





A es “ White Paper ” relief as applied to the general body of traders 
is to be found jin the opening provisions of that document, viz., to 
value stock on a certain basis, and to bring back into account for Excess 
Profits Duty losses realised during a certain period of time subsequent 
to the war. 


General Basis of Valuation 

The formula contained in the words “ at cost price or market value, 
whichever is the lower,” is in conformity with the accepted principles 
governing the preparation of accounts, firstly that no profits are earned 
until goods are actually sold, and therefore until it is sold stock on hand 
should remain among the assets at not more than its cost price, and, 
secondly, that ordinary prudence demands forestalling a loss where it is 
clear from market conditions that stock, at the date of the accounts, 
is worth less than the price paid for it; in other words, stock should be 
written down to market values where the latter are less than cost, but 
should not be written up where such are in excess of cost. At first sight 
this formula may appear to pre-suppose an actual quotation in open 
market, but to restrict it to these conditions would be to confine its 
application to businesses dealing in the limited range of commodities, 
to which “ open” market conditions apply. In practice, it is fair to 
assume that the formula may be extended, e.g. to cover cases where 
bond fide quotations from a willing buyer are obtainable, or where sound 
principles can be adduced in support of values adopted as the equivalent 
of open market quotations in cases where the latter do not obtain. 

General inquiries by the taxing authorities as to how far a consistent 
method of valuation has been maintained in all periods, and as to the 
approximation of such method to the general formula referred to in the 
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White Paper, may be said to cover most of the ground so far as interim 
accounting periods are concerned, and on these lines any variations in 
method of valuing stock which have taken place between one period 
and another should in most cases be capable of adjustment if such should 
be found necessary or desirable. 

On the other hand, the ascertainment of losses on Stock at the end 
of the final accounting period, which becomes necessary if the White 
Paper relief is to operate, constitutes a problem of considerable difficulty, 
and the briefest survey of the wide diversities which its solution has to 
cover will disclose the fact that it can only be dealt with in the most 
general terms in any direction which may be given by the authorities 
for its treatment. It may be anticipated that any general regulations 
or statutory provisions laying down instructions for valuing stocks or 
ascertaining losses thereon are likely to be framed with the greatest 
possible elasticity—subject to cases where by consent between the author- 
ities and certain clearly defined classes of trade the treatment of Stock 
Values can be reduced to precise terms. It is also probable that in practice 
an effort will be made in answering claims under the White Paper to 
arrive at a compromise on the footing of allowing as a deduction from 
profits of the final period some agreed amount to cover both realised and 
anticipated losses on stock with a view to reducing the large volume of 
claims which will certainly be preferred, thereby shortening the period 
in which finally to wind up the duty. 


Report of Committee on Financial Risks 


The second of the two reliefs referred to above was the outcome of the 
appointment by the Minister of Reconstruction, in February, 1918, of 
a Committee with the following terms of reference, viz.— 


‘To inquire and report as to any measures which could be adopted with a view 
to securing that manufacturers and others should be financially in a position to 
hold stocks after the war, and that reasonable safeguards are established to prevent 
serious financial losses as a result of possible depression following on a period of 
great inflation, in respect of stocks of materials required for industry.” 


This Committee sat during a period when the 80 per cent duty was 
in force and there seemed little prospect of any reduction in that rate. 
Their report, issued in February, 1919, is mainly devoted to the effect 
of Excess Profits Duty, as being in their view the only practicable medium 
through which relief could be granted. The provisions of the White 
Paper already considered above are examined at some length, and the 
differentiation between the general body of traders and the special cases 
in which the Base Stock principle is applicable thereunder is brought out 
as creating in some measure a feeling of injustice on the part of the former, 
on the grounds that while they are equally compelled to hold a certain 
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fixed amount of stock for purposes of carrying on their busiress, no relief 
is accorded them corresponding to the “‘ Base Stock ” method. 

The proposals set out in this report are directed towards meeting the 
contentions placed before the Committee, to the effect that the con- 
cessions referred to in the White Paper would in practice be found 
“unworkable and wholly inadequate,” and they formulate a scheme 
in substitution, at the same time laying down the dictum that cases in 
which the Base Stock principle was admitted under the White ae 
should be clearly entitled to no further relief. 

The scheme suggested by the Committee takes the form of treating a 
certain portion of the Duty paid in to the Exchequer as a “ Suspensory 
Reserve ” arrived at by taking a certain percentage of “ the average 
excess of profits above the standard in the last two years under the 
charge to Excess Profits Duty,” the amount of such reserve being covered 
by the issue to the taxpayer of a special form of War Loan (ordinary 
tax receipts being given for the balance) and held for a, period of five 
years after the final accounting period. At the end of this term the 
amount is either to revert to the State or to be returned in whole or part 
to the taxpayer, according to certain circumstances depending upon the 
trading results of the suspensory period of five years compared, on 
certain specified lines, with the results of the period submitted to Excess 
Profits taxation. 

It will be seen that a scheme of this nature depends in the first instance 
on the measure of the percentage of duty carried to reserve, and secondly 
on the terms of reversion placed upon the reserve. It further necessitates 
the holding up of a final settlement for the lengthy term of five years 
after the last accounting period, although this objection is met by the 
argument that during such period the trader would be in possession of 
capital for use in his business in the shape of the special War Loan, to 
an amount equivalent to the suspensory reserve. The underlying prin- 
ciple indicated in the above outline of the Committee’s proposals con- 
stitutes their only material importance in the present connection, and 
consideration of the detailed proposals would serve little purpose at the 
present time owing to the altered circumstances since the date of the report. 


Finance Bill, 1921 


The proposals for giving statutory effect to the reliefs obtainable in 
accordance with the principle outlined above are now available for 
discussion, being embodied in the First Schedule to the Finance Bill, 1921. 

It is to be anticipated that there will be submitted to considerable 
criticism and amendment on material points of detail during the passage 
of the Bill through the Committee stage, and a close analysis of the clauses 
as they stand and the complications which they present would serve 
but little purpose at this stage in dealing with the subject matter of this 
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article. It is proposed therefore to confine references to the Finance 
Bill herein to its broader aspect in considering the position in which the 
trader himself stands in relation to the determination of liability for 
Excess Profits Duty in respect of his final accounting period, so far as this 
is likely to be affected by the valuation placed upon the stock brought to 
account therein and allowances made for losses on re-alteration subsequent 
sales of stock. Three main factors may be said to demand attention 
in this connection, viz.: (1) The dates at which the final accounting 
period terminates. (2) The existence of forward contracts for the supply 
of goods entered into during the period of liability at prices then in force. 
(3) The probabilities in view regarding losses on realisation of stocks 
in hand. 


Date of Final Accounting Period 

With the exception of new businesses set up and commenced after 
4th August, 1914, and cases in which? amalgamations and the like 
circumstances have taken place in the interim, the period of liability 
to Excess Profits Duty is determined by reference to the dates of the 
accounting periods in each individual case, the term being defined as 
eighty-four months from the commencement of the first accounting 
period. It follows that the ending date of the final accounting period 
in the general body of cases may fall at any time between 5th August, 
1920, and 4th August, 1921. 

The break in prices may be said to have commenced at about the 
earlier date, and to have continued in varying degree up to the present, 
with the expectation in many quarters of still further depression for 
some time to come. Whatever conditions may be found to prevail 
in the future up to the later date above named, the fact is sufficiently 
apparent that very wide inequalities are bound to arise by reason of the 
conditions resulting from the arbitrary termination of the individual 
period of liability to Excess Profits Duty at varying dates during a time 
when former profits are being off-set by serious losses owing to depression 
in trade, the latter being only allowable for adjustment as regards the 
duty up to the date when liability ceases. For example, a trader ceasing 
liability, say, in September, 1920, is barred from recovering deficiency 
arising through trading losses incurred after that date, whereas a business 
terminating Excess Profits Duty obligations in June, 1921, can bring in 
to charge such losses for a further nine months. 

Embodied in this aspect of the varying dates of the final accounting 
period is the correspondingly variable date upon which the stock valua- 
tions are to be considered. A, who terminates at 30th September, 1920, 
is at a serious disadvantage compared with B, carrying on to 30th June, 
1921, not only as regards the general inequality referred to in the preceding 
paragraph, but also by reason of the much later dates allowed to the 
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latter for covering himself in dealing with his stock to the best advantage, 
according to his individual circumstances, and in the fuller knowledge 
of the factors which are likely to govern the allowances to be made for 
losses thereon. Under the Finance Bill, 1921, it is proposed to meet 
the last-mentioned circumstances by what is known as the “ Levelling-up 
Process,” that is to say, by allowing as a deduction from the profits of 
the final accounting period the difference between the value of stock 
brought to account at the end of the final accounting period and the 
value of an equal quantity of similar stock taken on 31st August, 1921, 
such allowance being, however, restricted within certain defined limits. 

The main point to be observed is that this relief is contingent upon 
an actual stock-taking at 3lst August, 1921, but is in addition to the 
alternative of two other reliefs which are applicable to subsequent losses 
on realisation of the stock on hand at 3lst August, 1921, below the value 
placed upon it at that date. 








Forward Contracts for Future Deliveries 

The question of forward contracts is of less general occurrence than 
the foregoing, but is of considerable moment to those trades in which 
the practice of forward buying is customary. In cases of this description 
the break in prices takes effect not only upon the stocks actually held, 
but in equally if not greater degree upon their commitments to accept 
deliveries of goods at various dates falling after the end of the final 
accounting period at prices entered into during the period of Excess 
Profits Duty. 

None of the provisions as at present formulated for dealing with losses 
on stocks can be said to be admissible as extending to anticipated losses 
on future contracts. The matter is, however, of such importance that 
it can hardly be left as it stands, and in equity the principle of granting 
relief in respect of losses on stocks should be deemed to cover trades 
in which stocks as such are very largely represented by goods bought 
for future delivery. The distinction which should not be lost sight of is 
that whereas the provision for losses on stocks actually on hand is very 
much wrapped up in the question of valuations to be placed on such 
stocks at the end of the final period, in cases of forward buying losses 
anticipated on goods not delivered have to be dealt with as a separate 
matter. 

The chief safeguard for protecting the interests of traders coming 
under this heading is to be found in the fact that they are, generally 
speaking, in a position to speak as a body in each individual trade, 
through their trade association or other such organisation, and repre- 
sentations through these bodies, acting possibly in combination, may 
well be expected to result in some extension of the reliefs applicable to 
stocks actually on hand. 
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Losses on Realisation of Stock 

The period of two years to be allowed for ascertaining losses on 
realisation of stocks forms the basis of the “ White Paper ” relief, and 
notwithstanding the reference to the unworkable character of these 
proposals, which is brought out in the report by the Committee on 
Financial Risks, it may be expected that in a number of cases of small 
dimensions the carrying out of the ‘‘ White Paper ” provisions as they 
stand may be possible, and in such cases it is no doubt desirable to collate 
any information obtainable, according to circumstances, from which 
realised losses can be ascertained. 

These provisions take the form in the Finance Bill, 1921, of allowing 
as a deduction from profits of the final accounting period the difference 
between the value of the stock on hand at 31st August, 1921, and the 
“ realised sum,” i.e. the amount realised by actual sale during the two 
years ending 31st August, 1923, and claims hereunder are also contingent 
on an actual stock-taking at 31st August, 1921. 

A large number of instances are, however, to be anticipated in which 
it will be found impracticable to arrive at any provable figure representing 
realised loss on stock, and it is here that compromised settlements may 
be possible according to the reliability of such information as can be 
furnished as evidence of the losses incurred, in substitution of figures 
representing the actual amount of such loss. 

An alternative relief to the foregoing is provided on the basis (with 
some modifications and eliminating the ‘‘ Suspensory Reserve ” proposal) 
outlined by the Committee on Financial Risks, but this relief is too 
complicated to reduce to a brief statement, and in itself does not appear 
at first sight to provide any very adequate allowance, particularly as such 
allowance is dependent on trading results over a period of four years to 
31st August, 1925. 


General Inferences to be Drawn 

From the foregoing examination into the present situation in regard 
to the question of valuation of stocks, including therein provision for 
losses on realisation, it will be seen that, while the Government has 
accepted certain broad principles upon which to grant relief when dealing 
with the final winding-up of Excess Profits Duty, the method of carrying 
out these principles in actual practice will involve much difficulty. In the 
meantime, the date of each individual trader’s final accounting period has 
become ascertainable, and in many cases has already been passed. 
Accounts for the final period are either completed, in course of preparation, 
or shortly becoming due, and it may be useful to derive certain broad 
conclusions from the considerations put forward above which may be of 
assistance in dealing with the question of stocks in the final settlement 
of liability to Excess Profits Duty. 
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In the first place, it should be observed that the primary object of 
preparing a periodical Balance Sheet and Profit and Loss Account is to 
arrive at a fair and proper statement, so far as this can be ascertained 
by means of generally established processes, of the position of a business 
at a given date, and of the results of its trading over a given period, - 
taking into account or providing for the effect of all known factors 
according to circumstances prevailing at the date of the accounts. 

Of these the incidence ot taxation is by no means the least important, 
but at the same time is not the only, nor even possibly the governing, 
factor to be provided for, and it will be apparent that accounts drawn up 
from the single aspect of their submission for purposes of computing taxa- 
tion liabilities may present an incorrect view of the position taken as a 
whole. This consideration applies with pai ticular force in connection with 
the valuations placed upon stock at the end of the final accounting period. 
An over-estimate of the writing-down of stock necessary to cover antici- 
pated loss on realisation will not only upset comparison with past or 
future accounts, but will not assist the extent to which relief may be 
granted in the settlement of the final Excess Profits Duty liability. 

.. Particular scrutiny of stock valuations in the final period is to be 
expected, and to meet this the trader—who is already protected in prin- 
ciple in respect of obtaining relief—will be in a much stronger position 
in supporting his claims if he can start from the standpoint of dealing 
with a valuation of stock which does not overstate the position as regards 
provision for losses, but is based on principles of ordinary business 
prudence. Within these limits, however, he would naturally adopt the 
lowest values which are consistent. 

Secondly, in cases where the decline in values in certain trades is found 
to be of a temporary nature only, relief may be restricted to losses on 
stock actually realised, and a general writing-down to such temporarily 
reduced values would not be admitted. Where this has occurred, the 
settlement of relief will mainly depend upon the circumstances of each 
individual case on its merits, and consideration given to the stock as 
a whole. At the same time reference to costs of replacement might form 
a suitable basis for compromise. 

The requirements of the Inland Revenue authorities as to valuing 
stocks on a consistent basis have already been mentioned, and while 
these will no doubt be adhered to in dealing with interim periods of 
liability to Excess Profits Duty, some modification will probably be 
admitted in dealing with the final period. This may be illustrated by a 
business in which stock has been valued throughout at cost price—during 
a time of rising markets—but owing to the decline in prices finding itself 
at the end of the final period faced with a serious diminution in value 
on comparing cost with market values. Here a variation in-the basis 
of waluing at the latter date on “ cost or market value whichever is the 
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lower ” could hardly be resisted, particularly if settlement could be 
arrived at on the lines of admitting the departure from precedent. 


Conclusion 

In conclusion, and general survey of the subject dealt with in this 
article, the following comments are offered. 

The statutory provisions dealing with this matter are in the end 
likely to be of a fairly general character, and to leave a certain discretion 
in points of detail, and taking the question as a whole there is little doubt 
that its settlement will be very largely determined by the facts of the 
individual case. Moreover, it has further been suggested that a modifica- 
tion of the principle of allowing relief for realised losses on stock will be 
extended to admit of compromised settlements in the shape of an agreed 
writing down of stock at the end of the final period, due regard being 
given to any temporary or fortuitous decline in values. 

On the other hand, no indication has yet been given of meeting the 
inequities which have been pointed out as arising from varying dates 
for the final accounting period, nor is there yet any admission of allowing 
relief for losses on forward contracts. 

All these considerations, however, lead to the main conclusion, that 
generally speaking the question of stock valuations, with its attendant 
features of provision for anticipated or realised losses and the like, will 
in the end be disposed of by the evidence of facts. Such evidence should 
equally govern the values adopted in the accounts from the wider aspects 
of commercial prudence, thus bringing the valuations for both purposes 
into line. From this standpoint the settlement of allowances with the 
Inland Revenue Department is capable of approach on the soundest 
basis, and there is little doubt that in dealing with a question of this 
description with the officials of that Department, involving as it fre- 
quently may do a settlement by negotiation, facts will be found far 
stronger than theories, and figures a better support than hypotheses. 





“ Pay-Day Talks ” 


Re are asked kindly to note that the address of the Industrial Publicity 
Bureau, publishers of Pay-Day Talks, is 11 Archer Road, Penarth, Cardiff ; 
and not as given in our last month’s issue. 
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What qualities go to the make-up of the ideal chairman? Few business men ultimately 
escape the position. Mr. Crew is the most witty and genial of mentors. 


The Chairman’s Art 


By ALBERT OrEw, Barrister-at-Latw 
Athor of “ The Conduct of and Procedure at Public and Company Meetings ” 


1.—Some Qualifications of a Chairman 
A Successful Chairman is usually Made not Born 


r has been often said that some men are born great, some achieve 
greatness, and others have greatness thrust upon them. The chair- 
manship of a limited company with all its responsibilities, powers and 
obligations is the highest position which can be offered to one of its 
members, and it may very well be said that the adventitious aids of 
birth or influence have usually very little to do with the making of a 
successful chairman. There are many qualities and gifts required to 
make an ideal chairman, prominent among them being an intelligent 
knowledge of the company’s affairs, an intimate knowledge of the law, 
conduct and procedure of company meetings, together with infinite tact 
and patience. And if the chairman hasa full and sympathetic under- 
standing of human nature, and a discreet pilot in the person ofa 
secretary who is able to keep his chairman in order and out of trouble, 
he is likely to sail the peaceful or the troubled waters of the good ship . 
“The Limited Company” with equanimity and without fear. 


' The Qualities a Chairman should Cultivate 


It has been said that reason rarely influences a crowd, and if a com- 
pany meeting can, without disrespect, be called a minor crowd, few will 
deny that at times a meeting is a most unreasonable collection of men 
and women. The psychology of a crowd, whether it is a mere rabble in 
a park or the more dignified meeting of a company, is full of interest. 
The former mainly consists of curiosity and the varying sentiment of 
the hour, the latter chiefly of self and some cantankerousness. 

Men—-and women—at meetings are often but children of larger 
growth (sometimes not very much larger), and therefore, like children, 
have a passionate regard and respect for fair play, or what appears to 
them to be fair play, with much prejudice in their own favour. 

If this be so, it behoves the chairman to have or to cultivate certain 
qualities and habits of mind, and to have such a control over his temper 
that at meetings it appears to be non-existent. A company has its ups 
and downs like a real person. If the company is prosperous, the chair- 
man is more ornamental than useful; if it is experiencing bad times he 
is more useful than ornamental. Storms often arise unexpectedly and 
the chairman should be able and ready to weather them with his faithful 
pilot—the secretary. 
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The Ideal Chairman 


To become an ideal chdirman is a counsel of perfection, and the 
chairman, being a mere mortal, may not be able to command success 
though he may and should deserve it. A pompous chairman is an 
abomination in the sight of a meeting and a veritable nuisance in time 
of trouble. Many chairmen forget that in law they collect their authority 
from the meeting and not from their own inner consciousness. The 
saving grace of humour will carry them through many a difficulty, but 
pomposity will lead them to disaster. 

The gifts and graces of a chairman are sometimes natural, but are 
more usually cultivated by experience. The partisan mind is out of 
place, the chairman should rather be a “Mr. Speaker,” possessing 
infinite tact and patience, playing the game well and intelligently, 
being always resourceful and ready when difficulties arise. Many of 
the difficulties at a meeting arise not from the meeting itself, but from 
the chairman—he considers himself and his dignity rather than the 
meeting and its best interests. 


The Human Chairman j ! 


The more a chairman approximates to the position of the Speaker 
of the House of Commons, the greater will be his opportunities and 
. powers for usefulness. The characteristics of the late Speaker were 
firmness without arrogance, suavity without weakness, and unwavering 
impartiality, all leavened by a large store of the saving grace of humour. 

Sir William Harcourt once said, ‘‘ Humour, above all, good humour 
is the salt of life,” and when judiciously employed is an excellent anti- 
septic to the heat which is sometimes engendered at a company 
meeting. But it must be good humour applied with tact and discretion, 

A jest’s prosperity lies in the ear 
Of him that hears it, never in the tongue 
Of him that makes. 

Malicious humour may, however, prove a boomerang to the chair- 
man, and ultimately lead to disorder and confusion. There is usually 
a certain amount of ordinary human nature in a meeting, often petty 
and childish, exhibited sometimes in prosiness and at others in push- 
fulness. This may be checked or prevented by the soothing word, 
or it may be necessary to administer a stern rebuke, but not forgetting 
always that “it’s affability that does it best.” A chairman should 
have a keen sense of the incongruous, which is the basis of humour, and 
also a clear insight into the foibles and weaknesses of human nature. 


The Garrulous Chairman 
It is a mistaken idea to think that one ot the necessary gifts of 
a chairman is the ability to speak well and often. A mere speaker 
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is controlled by the chairman, but when he is also chairman nothing 
will, as a rule, stem his eloquence but sheer rudeness on the part of a 
meeting which inevitably brings in its train friction and sometimes 
disorder. A garrulous chairman—and he is a very common type—can 
only be tolerated when the company is prosperous and, in consequence, 
only a mere quorum attends the meetings ; but when there is impending 
disaster to the company, and the troubles of the company are full and 
over-running, and the unfortunate company has a chairman who always 
has something to say and never appears to know when to stop saying 
it—then the company is in a very bad way. At the same time, although 
garrulity is the worst vice of a chairman, some ability to speak is desir- 
able, provided that it is accompanied by much discretion. There is 
another kind of chairman who often gets himself and the meeting in a 
tangle—the one who does not know his business and lets the meeting, 
as it were, run away with itself. 


The Best Type of Chairman 


A chairman must be firm, yet courteous, able to understand and 
govern men; patient with bores and discreet with obstructionists. A 
calm, placid temperament with a proper sense of the dignity of his 
position without hauteur, bullying or fussiness are some of the gifts of 
a chairman, A little milk of human kindness, some strictly-rationed 
sugar in the way of geniality makes a desirable mixture. Condiments 
are out of place, they may well do for the staff, but a meeting will have 
none of them. A weak-minded chairman or a chairman with no mind 
at all is a source of weariness and vexation to a meeting ; a benevolent 
autocrat, if he be able and intelligent, is much to be preferred. A chair- 
man need not be overbearing or brusque in his manner—the soft answer 
not only turns away wrath but keeps a meeting in a good temper. The 
quiet, determined manner commands respect. A meeting, like children, 
is often petulant, unreasonable and petty, and the calm determination, 
sweet reasonableness and common-sense of the chairman keeps it in 
order—and without order business is impossible and the only reason 
why a meeting is convened is to transact business. 

A chairman must believe in himself but not allow his masterfulness 
to obtrude, he must have some strength of character, hearing and seeing 
all things—many of which he must appear not to hear or to see—and 
when subjected to rude or personal remarks to exhibit the calm bearing 
of an early Christian martyr—if he can. If the chairman, when attacked, 
has at hand a ready retort which will go home he should use it, but it 
may prove a boomerang; but he must be quite sure he is not himself 
responsible for the attack. When his conduct has brought an attack 
he should change his tactics—and not apologise; deeds not words 
should be his motto. 
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Nothing impresses a meeting so much as strict impartiality, especially 
by the minority which is often its noisy element, and the obvious desire 
to do the right thing. The chairman must not lean too much to the 
majority, a little judicious praise and much consideration to the “ other ”’ 
side will tend to dispel suspicion and criticism and quell any incipient 
signs of disorder. The chairman who plays the game well and intelli- 
gently will overcome most difficulties. He is, as it were, the captain of 
an undisciplined team, and if he wants peace and order he should at 
times give the team its head, but at the same time he should keep in 
view the object of holding a meeting, viz., the transaction of business, 
and therefore his endeavours should be directed to steer the meeting 
in the way it should go. 


The Utility of Reading a Notice Convening a Meeting 

It is a common practice for the secretary of a company at the com- 
mencement of the proceedings of a meeting of a company to read the 
notice convening the meeting. There is no apparent law or reason why 
this should be done, but it is, in fact, invariably read at meetings of 
companies, though it seems superfluous to read a notice which everyone 
present is usually perfectly familiar with and without which knowledge 
he would not have attended the meeting. 

It has, however, been suggested that the reading of the notice con- 
vening the meeting is a convenient opportunity for the chairman to 
study the psychology of his meeting and to make up his mind how to 
trim his sails, what weather he is to expect, and to compose himself 
for his subsequent speech. He must be a nimble-minded person to do 
all these things in such a limited time, but an experienced and shrewd 
chairman can often quickly discover and interpret the humour or lack 
‘of it of his meeting and act accordingly—and being forewarned is half 
the battle if hostilities break out. 


The Discreet and Impartial Chairman 

To sum up, a chairman must exercise his power discreetly and im- 
partially ; any improper use or want of good faith might put him in a very 
invidious position. He must act bond fide and in the best interests of the 
company as a whole. It is his business to conduct a meeting in such a 
way that the business thereof may be facilitated and the results clearly and 
well defined. It is the bounden duty of a chairman to know his business 
as a chairman and to rule intelligently and firmly and maintain his ruling. 

If the chairman wisely or unwisely takes responsibility he must 
necessarily take the consequences. If he acts reasonably impartially, 
paying sufficient regard to the rights of minorities, he will usually avoid 
those risks which every fair-minded chairman avoids, particularly if he 
remembers that, apart from the Articles of Association, he collects his 
authority from the meeting. 
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A summary by one of ihe foremost railway rates experts in the country of a measure 
which is of vital interest to the whole trading community, 





The New Railways Bill Examined 
and Explained 


By Gro. B. LissENDEN 
Author of “ Industrial Traffic Management,”’ etc., etc. 


T Railways Bill (No. 110) presented to the House of Commons 
by Sir Eric Geddes (the Minister of Transport) on 11th May is a 
very important measure and should be studied very carefully by every 
trader who has anything to do with the consignment of goods by railway. 

Part I provides for the re-organisation of all the railways into six 
big groups, to be called the Southern Group, the Western Group, the 
North-Western and Midland Group, the North Eastern and Eastern 
Group, the West Scottish Group, and the East Scottish Group respectively 
—a scheme which has been advocated for years past and should make 
for economy in working; whilst Part II established machinery whereby 
alterations, extensions and improvements in railway services and facilities 
can be effected in the common good. 


A New Railway Rates Tribunal to be Established 


Part ITI, by section 16, provides for the establishment of a new rates 
tribunal (consisting of three permanent members) which shall have 
power—(1l) to prescribe in relation to the carriage of passengers and 
merchandise by railway— 


(a) The rates applicable to the carriage of merchandise and the conditions 
under which those rates shall apply ; 

(6) The conditions under which exceptional rates may be charged ; 

(c) The charges to be made as station and service terminals and the accommoda- 
tion and services to be included in those charges ; 

(d) The fares for the conveyance of passengers and their luggage and the articles 
and things that mày be conveyed as passengers’ luggage ; 

(e) The conditions under which fares less than the standard fares may be charged ; 

(f) The conditions (other than those relating to dangerous goods) upon which 
merchandise shall be carried by railway. 


(2) To determine any questions that may be brought before them 
in regard to the following matters— 


(a) The alteration of the classification of any article, or the classification of any 
article not at the time classified ; 

(6) The alteration of any standard charge ; 

(c) The granting, variation, or cancellation of any exceptional rate ; 

(d) The disintegration of any exceptional rate ; 

(e) The institution of new or the modification or,cancellation of existing group 
rates ; 

{f) The variation of any toll payable by a trader, or by one railway company 
to another ; - 
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(g) The febate to be allowed when any terminal services are not performed ; 

(A) The alteration of any terms and conditions which they may have determined 
or prescribed ; 

(#) The reasonableness or otherwise of any charge made by a tailway company 
for any services or accommodation for which no authorised charge is applicable ; 

(j) The reasonableness or otherwise of any conditions as to packing of articles 
specially liable to damage in transit, or liable to cause damage to other merchandise ; 

@ Whether any merchandise is properly included in the category of dangerous 
goods ; 

(H The granting, variation, or cancellation of through rates with power to allow 
the rate with or without modification either as to amount or as to terms and 
condition ; 

(m) The apportionment between the railway companies concerned of any 
through rate. 


It will be observed that some of the duties and powers of both the 
Railways Department of the Board of Trade as well as the Railway 
and Canal Commission are thereby transferred to the new Tribunal, 
and if this means that in future the trader will be able to adjust his 
grievances more quickly, cheaply and effectively, so much the better, 
but as to this experience must be our guide. The Bill does not, however, 
prescribe the procedure to be followed when the trader desires to be 
heard by the Tribunal and this is a matter which the Tribunal will no 
doubt settle for itself when once it has been established. 


Standard Charges to be Fixed 


Section 25, of Part III, provides that the present Rates Advisory 
Committee shall continue until it has settled the classification question ; 
whilst sections 26, 27 and 28 decree that a new scale of “ Standard 
Charges ” applicable to all the Railway Companies (and beyond which 
the Railway Companies shall not go without reference to Parliament) 
shall be fixed. 

_ All exceptional rates are to be adjusted so that they may bear the 
same relation to the new standard rates as the exceptional rates bear to 
the present class rates and these adjusted exceptional rates to remain 
in force for one year only unless the trader interested applies within six 
months of their adjustment for their continuance for a longer period than 
one year, but even then they cannot, unless the rates tribunal so decides, 
continue in operation if they be “ not less than ten per centum nor more 
than forty per centum below the corresponding standard rate.” A very 
large number of the present exceptional rates are less than ten per centum 
below the existing class rates and hence—if this clause is allowed to 
stand—the traders concerned are going to be kept very busy making 
comparisons of their rates and applying for the continuance of those 
rates. 

Power is given to any railway company to grant a new exceptional 
rate, but sub-section 2 of Section 36 provides that “‘ where an amalgamated 
company or a railway company to which a schedule of standard charges 
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has been applied grants an exceptional rate for the conveyance of mer- 
chandise between two stations or between a station and a siding, or 
i etween two sidings, without referring to the rates tribunal, and the 
company shows in the quotation for the rate and in the rate book the 
amount (if any) included therein for such several services as aforesaid 
the disintegration of the exceptional rate as so shown shall be conclusive 
unless a trader satisfies the Rates tribunal that the amount allocated 
to any particular service is unreasonable.” In the great majority of 
cases the trader would be utterly unable to advance the proof required 
by this clause. He might have very good reasons for believing the rate 
to be unreasonable, but not being a scientific railway rate maker he 
could not prove his case and surely it should be for the railway company 
to justify the rate on a complaint that it is thought to be unfair and 
inequitable ? 


Standard Conditions also to be Fixed 


Standard conditions for both company’s risk and owner’s risk traffic 
also are to be drawn up and brought into force and made applicable 
to all the railway companies. This is certainly much more preferable 
than there being several different sets of conditions—designed by various 
railway companies—as now. 

In this connection Section 39 provides as follows— 


(1) On and after the date so fixed as aforesaid the terms and conditions upon 
and subject to which merchandise is apart from special contract to be conveyed 
by a railway company shall be company’s risk conditions, and those conditions 
shall apply without any special contract in writing to the carnage of merchandise 
at ordinary rates : 

Provided that in any P a tine an owner’s risk rate is in operation and the 
company bas been requested in writing to convey at that rate, the terms and 
conditions upon and subject to which such goods shall be conveyed shall be owner’s 
risk conditions. 

(2) The terms and conditions. upon and subject to which damageable goods 
not properly protected by packing (if accepted by the company for conveyance) 
shall be conveyed by a railway company shall be the conditions settled by the 
rates tribunal as aforesaid, but the company shall not be under any obligation 

damageable goods not properly protected by packing. 

(3) Subject to the provisions of the Railway and Canal Traffic Acts, 1854 and 
1888, nothing in this Act shall preclude a company and a trader from agreeing in 
writing to any terms and conditions they think fit for the conveyance of merchandise, 


livestock, or damageable goods not properly protected by packing, or dangerous 
goods. 


The first paragraph of sub-section 1 is evidently designed to meet 
those cases—and there are many such—where the trader uses his own 
form of consignment note and is certainly a wise provision; but the 
second paragraph of this sub-section requires revising or disputes are 
bound to arise. 

One of the strong points which the traders have made during the 
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present railway rates revision is that there shall be a fixed percentage 
reduction allowable on all rates for owner’s risk traffic so that even if 
there is not an owner’s risk rate noted between any two pair of stations 
for any particular commodity it can easily be ascertained what the reduc- 
tion is to be if a consignment be forwarded at the owner’s risk. True 
it is that sub-section 1 of Section 41 provides that “ In settling a schedule 
of charges the rates tribunal may determine what reductions shall be 
made from the standard charges for any merchandise conveyed under 
owner's risk conditions and to the conveyance of which a substantial 
tisk of damage attaches, and such reductions shall be shown or indicated 
in the schedules in such manner as the tribunal prescribe.” But it should 
be decreed that the tribunal shall determine—not “ may ” determine— 
what reductions shall be made when the traffic is forwarded at the owner’s 
risk. i 

Then again, the railway companies should not be allowed to be— 
as they are now—the sole judges as to whether goods are “ properly 
protected by packing” to comply with sub-section 2 of Section 39; 
whilst sub-section 3 of the same section gives the railway companies 
a splendid opportunity to introduce any conditions they like for the 
conveyance of traffic. We are all familiar with the old war cry—used 
since the celebrated case of Brown v. M.S. & L. Railway—that a trader 
need not accept a railway company’s conditions if he thinks them un- 
reasonable, but in the end it is purely a question of economics—the 
trader must accept them or go out of business. Experience has taught 
us that all the conditions of conveyance should be settled in advance 
and this is a matter for the rates tribunal to decide here and now. 


New Classification and Rates Book to be Open for 

Inspection 

Sub-section 3 of Section 48 provides that ‘‘ On and after the appointed 
day every railway company shall keep for public inspection at each 
station at which merchandise is received for conveyance, or, where 
merchandise is received for conveyance at some other place than a station, 
then, at the station nearest to such place, a copy of the general classi- 
fication of merchandise carried on the railway of the company and a 
book or books stating— 


(i) The distance from that station or place of every place to which they convey 
c. 
(ii) The scales of standard charges applicable to each class of merchandise 
conveyed on the railway ; 

(iii) All exceptional rates in operation from such place. 


The general classification of merchandise and every such book shall 
during all reasonable hours be opened to the inspection of any person 
without the payment of any fee.” 
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The publication of the information specified above is very necessary 
and must be insisted upon by the trading community so that they can 
tell more easily than they can to-day what rates they have to pay under 
given circumstances. But clause (1), which provides that the railway 
company must state ‘‘ the distance from that station or place of every 
place to which they convey traffic,” requires amplification. It should 
read “ the distance chargeable for conveyance purposes from that station 
or place to every place, no matter whether such place be a ‘ local’ or 
‘ foreign ’ station, to which they convey traffic.” Granted that Section 1 
of the Fifth schedule decrees that “ In calculating the distance along 
the railway for the purpose of the’ charge for conveyance of any mer- 
chandise the company shall not include any portion of their railway which 
may in respect of that merchandise be the subject of a charge for a station 
terminal.” But unless the aforementioned clause is altered as suggested 
disputes are bound to arise—especially with “through ” rates—as to 
the actual distance chargeable. Those who are in the habit of challenging 
their rates will be well aware of the difficulties which have occurred in 
this connection in the past, and will know the reason for the avoidance 
of ambiguity so far as the future is concerned. 





Siding Agreements to be Revised 


Section 31 does not specifically refer to private siding agreements, 
but the language of it is apparently intended to embrace such agreements 
and—so far as the relative portion is concerned—reads: “As from the 


appointed day . . . all agreements with respect to . . . charges for or in 
connection with the carriage of merchandise . . . by any railway. 
shall be repealed and cease to be operative...” At any rate, section 


55 details “‘ Transitory provisions as to charges in connection with private 
sidings ” and reads as follows--- 

“Until an agreement has been made, or the rates tribunal have 
determined any differences that may arise, between the railway company 
concerned and the owner of or any person using a private siding (in this 
section called the ‘ Siding Owner’) as to the sum payable for accomoda- 
tion and services provided in connection with the siding, the following 
provisions shall apply— 


(1) Where at the passing of this Act an agreement exists between a railway 
company (being a constituent or subsidiary company or a company which is liable 
to have applied to it a schedule of standard charges) and a siding owner, under which 
the siding owner pays either the whole of the station and service terminals or pays 
such terminals and is allowed rebate upon a percentage basis, the agreement shall 
continue to operate for the period fixed by the agreement, and after the expiration 
of the agreement, or, if the agreement is terminable on notice, then from the expira- 
ation of any notice given thereunder, the provisions of the agreement shall be deemed 
to remain in force notwithstanding any change which may be made in the amount 
of the terminal charges, 

(2) Where at the passing of this Act an agreement exists between any such 
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railway company and a siding owner whereby a siding owner pays for accommoda- 
tion and services provided in connection with the delivery or collection of merchan- 
dise at the siding a fixed sum, or pays for such services terminal charges less a rebate 
of a fixed amount, the agreement shall continue to operate for the period fixed by 
the agreement, and after the expiration thereof, or if the agreement is terminable 
on notice, then from the expiration of any notice given thereunder, the sum so 
payable or the rebate so allowed shall be increased ın proportion to the amount 
by which the aggregate of the conveyance rate and station and service terminals 
may have been increased since the date of the agreement. 

(3) Where at the passing of this Act there is no express agreement as to the 
amount to be paid for such services as aforesaid, but the siding owner in fact pays 
station terminals and service terminals or either of them, the siding owner shall 
pay for such services as aforesaid the station terminals and service terminals 
for the time being in force or such of them as he has theretofore paid. 

(4) Where after the passing of this Act, a new siding is connected with the 
railway, or traffic which is not provided for under the foregoing provisions of this 
section passes to an existing siding, the siding owner shall pay for the aforesaid 
services the amount of the station and service terminals for the time being in force ; 


Provided that nothing contained in this section shall give rise to any 
presumption as to the value of the aforesaid accommodation and services, 
and in fixing any sum which the siding owner 1s to pay the rates tribunal 
shall have regard only to what sum is reasonable in all the circumstances 
of the case.” ; 

From the foregoing it is clear that the “ rebate ” portion of all private 
siding agreements is to be revised—and, of course, it is only quite right 
and proper that the rates and charges to and from private sidings should 
be adjusted to bring them relatively into line with the rates and charges 
to goods stations—but care will have to be taken lest an attempt is made 
by the railway companies to substitute entirely new agreements—con- 
taining onerous conditions—in place of those already in existence. It 
will be remembered that in their evidence before the Rates Advisory 
Committee some of the railway witnesses argued that in many instances 
it costs a railway company just as much to work private siding traffic 
as it does to work goods station traffic, but the private siding owner knows 
perfectly well that he does not require or receive as much service from a 
railway company as the trader who uses a goods station, and it is up to 
him to see that on the revision of his siding agreement he is not relatively 
in a worse position than he was before the rates were revised. 

As stated at the outset the Bill under review is one of very great 
importance to the whole trading community, and every manufacturer, 
merchant and trader will be well advised to procure a copy of it (Price 
9d. net—obtainable through any bookseller or direct from H.M. Stationery 
Office, Imperial House, Kingsway, London W.C.2.) and study it carefully, 
clause by clause, to see how it is likely to affect his particular business. 





“ The visible equipment is made in many forms for records of from about fifty carde 
upwards to millions.” 


Visible Records 


How Loss and Misfiling are Eliminated 
By J. M. Lavy, H.D.A. 


This article describes an interesting development of the Card System, for which 
many special advantages are claimed. The use of Visible Records is increasing 


rapidly in many business offices, 





Me men, whether they admit it or not, are more or less prejudiced 
against the alteration of anything for which they personally take 
the credit of inauguration, and this phase of human nature was till 
recently more apparent in the office than any other commercial depart- 
ment., Harder words than either prejudice or conservatism have been 
used, but to my mind the basic reasons for “ sticking to the devil we 
know ” were to a very great extent the lack of standing, the incompe- 
tence, and the poor remuneration of the office worker, together with the 
absence of really reliable efficiency machines. Coupled with this werc, 
of course, the more or less inaccurate statements made in the bad old 
days by “ salesmen,” which caused the purchase of appliances and the 
subsequent disappointment when results did not reach the impossible 
standard promised. 


The Passing of Dishonest Samah 

To-day things are different. Houses which sell reliable office machines 
and equipment insist on the men who sell their goods doing so honestly. 
The scarcity of staff during the war and the then and subsequent increases 
in the pay and status of the clerical worker, have made it imperative 
that the gentlemen responsible for the organisation of the office, should 
investigate fully anything by which it is claimed that efficiency is in- 
creased and time and money saved. So “ hot air” selling has waned, 
business men know what most appliances will and will not do, and much 
disappointment has been displaced by honesty and the test of results. 
In the last five years the offices of England have made rapid advances 
towards doing the same old thing in a better, safer, and cheaper way. 
With this change have come many improvements and a greater know- 
ledge of the uses of such machines as the adder, calculator, tabulator, 
copier and office printer, and of the work of office filing, organisation 
and routine generally. 


Card System Development 
With this advance from the vellum of the monk, has come the eau 
popularity of the card system, despite its one.or two grave disadvan- 
tages and a considerable amount of prejudice. The card system, as 
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most of us know it, consists’of boxes into which cards are filed behind 
guide or indicating cards. As like produces like, this advance produced 
another, and we find what is termed the Visible Card System making 
rapid strides because it eliminates the disadvantages of the vertical 
card system whilst retaining its advantages. In fact, it might be almost 
described as giving the protection of a bound book, and the speed and 
expansion of an ordinary card method but with the additional asset of 
having all titles visible, thus eliminating the need for groping over the 
tops of a lot of cards to find the one wanted or similarly turning over 
page after page to get to the correct one. 


The Visible Card System 


A short description of the system will be of interest. The vertical 
card system has its cards filed on end with the descriptive title on the 
top edge, but the visible one has the cards lying flat on trays or slides 
with the lower edge of each card protruding beyond the one above it. 
In the best constructed visible systems the cards are held in pockets 
and the names which are typed or written on the lower edges are protected 
from dust and fingering by transparent coverings. 

The pocket construction has many advantages over the vertical file. 
In the first place the slides or frames are put into cabinets in which they 
practically form shelves. On the outside of these by means of visible 
inserts the contents of the slides are indicated. So, instead of opening 
a drawer and then going to a guide card, the indicators are themselves 
gone to first and a slight pull brings the slide into writing position with, 
unlike in the ordinary method, every title visible. 

The pocket enables the card to be referred to or written upon on 
either side without the need to remove it from its correct position. 

The result of this is that loss and misfiling are eliminated because 
the card is always where it is wanted, removal being unnecessary. And 
by the same token the time required to take the card out and put it 
back is saved. So we obtain reference almost instantaneously, the work 
of recording is speeded and simplified, and the usual objections of an 
ordinary card-in-box file disappear. 

Between the card title and the transparent strip may be inserted 
in any position various colours which are used to classify certain phases 
of the record. They do not in any way obliterate the title and any 
desired convention may be made of colour and position, so that the 
-whole of the state of a record may be assimilated at a glance. For 
example, on a stock record the positions of left, centre and right could 
be made to indicate “ Maximum,” “ Minimum” and “ Depleted,” and 
the colour could be changed to show that goods had been re-ordered, 
or were impossible to obtain, etc. Thus by glancing down one of these 
slides the Executive is able to see those things with which he is concerned 
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without the need to refer to those which are normal. The signals are 
inserted while the ordinary routine of keeping the records proceeds. 


Variety of Visible Records 


The visible equipment is made in many forms for records of from 
about fifty cards upwards to millions, and in all the saving of time is 
comparative and usually works out to about half. The cabinet form, 
of course, has very special advantages in that the clerk is sitting opposite 
the guide cards or indicators, and the dropping of the tray into writing 
position in itself saves enormous time. With all the types of equipment 
the general principle of construction is the same, but the cabinet has 
advantages of protection as well as those of clerical speed. With all 
the equipment there is the advantage of visibility of titles and the power 
of classification. 

In this country the visible idea is not very old, but in America it is 
safe to say that there are probably 175,000 firms who are using some 
form or other of visible equipment. The kinds ordinarily met with are, 
firstly, the cabinet form which consists, as previously mentioned, of a 
series of slides akin to shelves, which drop down and are held by a lug 
at any desired angle, the Wall Panel form, which may be likened to 
one of these slides, finished off in order that it may be hung on the wall 
face. These are particularly useful for production purposes because 
the colour signals may be made to indicate in the same way as a chart, 
but in addition the basic information is on the body of the card itself. 
They are also useful for small pricing lists, telephone directories, out- 
standing orders, or a very unique use is for routing and vehicle main- 
tenance. The twin brother of this kind is the Book Unit, consisting 
of two panels which fold over in book form and fit into the drawer of 
a desk. These are particularly useful for\administrative purposes, for 
small staff registers, for diaries, for ‘‘ Tickler ” files, and for the same 
purposes as the panel on a slightly larger scale. 

It is possible also to procure the visible equipment mounted on 
rotary bases, the frames in this equipment being held in vertical posi- 
tion top and bottom. This form is dying out because the position is 
not nearly so suitable for writing as with the cabinet form, or even the 
Book Unit or Panel, and in addition, although on the face of it it 
primarily appeared that the rotary machine was faster, it has now been 
proved that the time required to turn the necessary panel to the 
operator, represented a considerable handicap as compared to the 
facility with which reference or entry is made when the cabinet is used. 


Special Advantages of the System 
It may possibly be extremely difficult to visualise the amount of 
time expended on the various phases of operating records in a vertical 
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file, and the amount which is saved by the visible method without con- 
crete comparison. Stop-watch tests have demonstrated without doubt 
that at least two-thirds of the ordinary operating time is taken up by 
finding the card, withdrawing it from its position, and then later return- 
ing it to the box after having again found the correct position. Where 
reference only is required nearly nine-tenths of the time is taken in 
locating the card, withdrawing it to scrutinise back and front, and then 
returning it. With the visible system these unproductive operations 
are eliminated. 

Of course, there is not only the question of time saved in the actual 
operating, but, in addition, there is a general speeding up of all record 
processes throughout the works, factory or administrative office, and 
results are perhaps even more apparent in the managerial offices where 
information required by executives is obtained instantly. The increased 
efficiéncy and speed with which the records are operated has the natural 
reflex in that the work generally is speeded up, whereas from the outsider’s 
point of view, he receives better attention and quicker reply to inquiry. 

Space does not permit of extensive description of the innumerable 
uses of the visible equipment, but it may be stated that any existing 
card record which is actively used is transferred with advantage. There 
is no necessity to re-write the record, as the card at present in use can 
be accommodated in any of the pocket method visible systems. 





. “Stikeeaud the: Geneial Community 


I WOULD urge on the parties to the disputes now existing the claims of the general 
community. During my 21 years presidency of the English Federation of 
Master Cotton Spinners, when I presided at every joint meeting on general wages 
disputes, I have always borne in mind—and brought to the attention of the 
conterences—-the claims of the non-combatants. There are many millions of 
non-combatants injured by the present crisis. 

Can we not find a way to save further suffermg both to them and to the people 
participating in the disputes? I believe that if the Industrial Council of 1911, 
founded by the Government of that day on my advocacy, were brought into use 
: again it could, bemg composed of equal numbers of representatives of Capital and 
Labour, and of men who had held, or hold, controlling positions in our staple 
industries, bring a statesmanship, experience, and wisdom to bear on industrial 
questions, which would make for stability and peace, and which would settle 
outstanding deadlocks. 

Since the declaration of peace, I have held strongly that if only we had good 
management, we could command a greater prosperity than we had ever enjoyed 
in the past. It is not too late, even now, to ensure that prosperity, if Capital 
and Labour will settle their differences in a generous and conciliatory spirit and 
begin to work together and not against each other. 

—Sir Charles Macara, Bart., in a letter to “ The Times.” 
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A capital article from this well-known business writer, which tells the travellef how he 
may double his usefulness to the firm he represents. 


The Whole Duty of ‘Travellers 


By Ernest RIGBY 


Valuable Hints to the Outside Man 


To traveller who can and does keep his firm up-to-date fin con- 
nection with all matters of interest on his ground is a valuațjle asset 
to any business house. Many representatives, however, appear fo think 
that as long as orders are being secured and an increasing trade fs being 
done, nothing further is required of them. 

Admitting that a representative’s chief endeavour is to obtain trade 
for his firm, there are in addition certain things of which he shoul never 
lose sight. In the first place, it is no satisfaction for a house to Pxecute 
an order if there is a likely probability of payment not being made in 
full. And it is often within the scope of a traveller, if he will keep his 
eyes open, to recognise signs of a downward tendency of a Wusiness 
when calling to solicit an order. Signs are sometimes: (1) Stock badly 
kept. (2) Customers coming in for “ bread-and-butter lines ”| which 
“we are unable to do.” This is invariably owing to supplies being 
stopped ; account behind in payment. Customers unable to get regular 
“everyday ” lines will naturally take their trade elsewhere. (8) The 
proprietor being usually absent when traveller calls. Assistant possibly 
states can send for him, or will be back shortly. 


s 
a 


Keep the Firm Well Posted 


One can without much difficulty easily discriminate as to whether 
or not a business is being neglected, and it is essential that a traveller 
recognising anything which may tend to weaken business confidence 
should report at once to his firm, his opinion of the position. A traveller 
might be inclined to argue that he is paid to get orders and not to trouble 
about financial matters. But in my opinion it is also in a traveller’s 
own. interests that he reports to the house in every instance when he 
obtains information which, were such particulars in his firm’s hands, 
might cause them to consider the advisability of withholding er 
goods. 


Birmingham Wholesaler’s Method 


And the greatest possible care should be taken when opening a new 
account that the report sent to the house be as complete as possible. 
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A well-known Birmingham house use the form shown below in connection 
with any inquiries they may receive direct. 


TRAVELLER’S REPORT. 








Date Visited . .. ke eee oe 
Name 
Address... .. 
References : 
Class of Business 0... 2. cee cee vee Also interested in nee o Departments. 


Bought Departments.......... sete “fase 

Pnncipal Trade .... 

If no Order Received State Reason. ... 2... .. 
Remarks : 

These forms are filled in, name, address—if inquiry has been received 
and no reference sent, the traveller is requested to follow up and to 
obtain references and other particulars. 

Travellers are requested to fill in those departments which are of 
special interest to the house; this information is necessary in order 
that special travellers may call in cases where perhaps only one or two 
departments are likely to be interested. 

In connection with direct inquiries it is especially desirable—par- 
ticularly in the case of an inquiry being received from a trader a con- 
siderable distance away, and where it is not likely that a personal visit 
will be made to the warehouse—that the traveller working the ground 
should make a call with samples at the earliest opportunity. A reply 
is sent by return of post to every inquiry, giving the particulars asked 
for—but information is also given as to date when the firm’s represen- 
tative will be in the district. Such information can always be given 
when required, as each traveller’s journey is got out for six months 
in advance—towns, dates and names of hotel stockrooms. An 
inquiry is received, say, from Blank & Co., Bradford, on Ist Sep- 
tember. Upon referring to the traveller’s Journey List, it is seen that 
Jones (the firm’s representative) will be showing in Bradford Tuesday, 
Wednesday and Thursday, 15th, 16th and 17th September. Blank & 
Co. are written to pointing out that “ our Mr. Jones will be at the 
Imperial Hotel on the dates stated with a full range of samples, and 
we shall be glad if you can make it convenient to give him a call on one 
day during his visit.” 
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The traveller is advised of what has been done, and he is in$tructed 













given to send one or two samples of a leading line for the buyer to 
carefully go into at a more convenient time. 


Getting to the Root of the Trouble 


What one London house insists upon is that their travellq 
receiving a visit to the stock-room and being unable to effe 
must send in the fullest report giving reasons why the lines shawn have 
not met with a favourable reception. Such a report as: Buy 


to get a sample which must be sent in with the report, giving i 
ticulars :a copy of this report is made by the wholesaler and sent with 

the sample to the buyer concerned, who in turn must make h 
to the counting-house. 


who may be carrying samples from twenty departments or $ 
and often is able to submit a line more suitable to Blank’s req 
or perhaps prove that the line run by Blank is not so good a 
rejected. 


Co-operation between Traveller and Buyer 


The main point is that the wholesaler’s buyer is always given an 
opportunity of making his effort to effect a sale and many lin¢s are in 
this way later taken up owing to the steps taken There ought to be 
more co-operation between travellers and buyers in wholesalq houses 
than exists to-day in many firms. How often does it occur that when 
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a. buyer of a department joins a traveller at a stock-room he is invariably 
able to do so much for his own department. Itisno uncommon thing that 
when a traveller who has been showing a line and been turned down 
on some point or other, has appealed to the buyer of this particular 
department—who chanced to be with him—that a sale is eventually 
effected. This being the case, the same opportunity should be given 
when the buyer is absent, by giving the fullest particulars, and sending 
a sample of the line stocked by the retailer. It is giving a little more 
trouble to a traveller in sending in these reports, but he will be well 
repaid for this extra labour by the increased figures he will be able to 
show. 


Avoiding Pitfalls in Advertising 


TEn are many forms of advertising, and for every form there are many 
pitfalls for the uninitiated. At the same time there is no excuse for the 
advertiser to fall into them 

The service agent, great or small, will advise him and will act as his pilot, and 
. because the service agent is remunerated by the commission which he receives 
from the newspapers, his service, so far as Press publicity is concerned, costs the 
advertiser nothing. 

There are, of course, great advertisers who conduct their own publicity. Todo 
this they maintain costly advertising departments, and it will be found that in the 
main they have built up their advertising from small beginnings and have bought 
their experience. Money, in these days of competition, is better spent in buying 
trade than in buying experience. 

The service agent, acting for clients who carry on a variety of trades, possesses 
evidence showing the best forms of publicity to use, as shown by past results. 

A new advertiser has the advantage of this information gathered over many 
years, and acquired by the expenditure of scores of thousands of pounds. It 
enables him to build up his business upon a successful foundation. 

In conclusion, if you have a good thing make it known! But make it known 
to the right people in the right way. Consult a good agent and take his advice. 

—The Daily News. 









Original lettere from the Registrar.of Joint Stock Companies are quoted by 
who explains a difficult point of procedure in the work of the 8 





The Statutory Meeting of Limited 
Companies 


By E. J. Hammonn, A.O.L8. 
Author of “* Abacua’’ Income Tax Tables 


HERE appears to be a considerable amount of misapprehension in 

many quarters with regard to the Filing, with the Registrat of Joint 
Stock Companies, of the first Annual Return and Summary of a newly 
formed company, and it is generally thought that the first retuyn should 
be made after the Statutory Meeting has been held. This, puowever, 
is erroneous. It may be helpful to many secretarial practitioners to 
discuss the points arising for consideration and to suggest 
procedure to adopt in varying circumstances. 


The Provisions of the 1908 Act 


A comparison of the appropriate sections of the 
(Consolidation) Act, 1908, is full of interest. 


Sec. 26 (1) provides that “ Every company having a share capital bhall once 
at least in every year make a list of all persons who, on the fourteenth day after the 
first or only ordinary general meeting in the year, are members of the company . 

Sec. 26 (3) ‘provides for the inclusion of a balance sheet (except in private mpanies) 
Sec. 26 (4) requires a copy to be filed with the Registrar. 

Sec. 64 (1) enacts that “ A general meeting of every company shall be held once 
at least in every calendar year. ..... 

Sec 66 (1) provides that “ Every company limited by shares .... shall, within 
a period of not less than one month nor more than three months from 
which the company is entitled to commence business, hold a general meeting of the 
members of the company which shall be called the statutory meeting.” 

Article 50 of Table A describes as special business all business requi 
notice except the sanctioning a dividend, the consideration of the account 
sheet, directors and auditors’ reports, the election or re-election of di 
auditors and their remuneration. (Note: Table A is not always adopted,|but most 
companies have similar provisions.) 


Is the Statutory Meeting an Ordinary General 

Meeting ? 

Whilst the Act itself does not give a definition of the term “ Ordinary 
General Meeting,” in view of the provisions of Table A (Art. 50) to the 
business which can be transacted at an Ordinary General Megting ; it 
seems quite clear that the specific requirements of Sec. 66 (ss{ 2 to 8) 
as to the business to be transacted at the Statutory Meeting are not 
within the scope of the business of an Ordinary General Meeting. 

When this point was raised recently by the writer with the) Registrar 

„of Joint Stock Companies the latter replied as follows— 
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“ This office does not recognise the Statutory Meeting as an Ordinary General 
Meeting under any circumstances. There has not been, so far as I am aware, any 
decision on the point ; but it is assumed that the Return of Allotments and in the 
case of a Company which is not private, the Statutory Report, gives Shareholders 
all the information at the disposal of the Company at the early period in its existence 
represented by the Statutory Meeting.” 


Acceptance or Rejection of the Return 

With regard to the acceptance of the Annual Return and Summary 
for filing, the Registrar states— 

“The Return would be rejected if it is manifest that it is made with respect 
to the Statutory Meeting. Sometimes the Return refers to the first Ordinary 
General Meeting, in which event no question might possibly be raised.” 

As the preparation of the Annual Return involves a considerable 
amount of detail most secretaries will be relieved to know that it is not 
required after the Statutory Meeting, yet in certain circumstances it 
would be advantageous to file the Return at that period. 


A Concrete Case 

For example, a company incorporated in December, 1920, proposes to 
end its financial year at 31st December, 1921, and to hold its Annual 
General Meeting in February, 1922, for the consideration of the first 
year’s accounts and Balance Sheet. In such instances, if the Annual 
Return was filed after the Statutory Meeting it would obviate the farcical 
necessity of convening an Ordinary General Meeting (at which no business 
can be transacted in the absence of the accounts) before 31st December, 
1921. 

The orthodox procedure in such cases appears to be to convene the 
meeting for (say) December, 1921, to comply with Secs. 26 and 65 of the 
1908 Act, and adjourn to a convenient date in 1922. When forwarding 
the Annual Return (after the December meeting) to the Registrar a 
certificate should be attached stating that the absence of the Balance 
Sheet was due to the fact that the financial year ends on 31st December, 
1921, and accounts would not be ready until February, 1922. A similar 
instance to this was recently submitted to the Registrar who replied— 


“Tf the Balance Sheet is absent from the Return for the reason given, the Return 
would be accepted quantum valent. But it is not in order.” 


An Alternative Procedure 

Another method, which may be adopted, is to convene an Ordinary 
General Meeting for the same date and place as the Statutory Meeting, 
allowing a short interval between them. Clearly, it would be inappro- 
priate to merely pass a resolution at the Statutory Meeting, constituting 
it as “ the First Ordinary General Meeting ” on account of the distinctive 
nature of the Statutory Meeting. Moreover, Sec. 65, sub-secs. 7 and 8, 

386 


Statutory Meeting of Limited Companies 


stipulate that notice shall be given in accordance with the articles of any 
resolution to be passed. It is, therefore, essential that a sep 
to convene the Ordinary Meeting should be issued and the two}meetings 
held. 

A difficulty to be surmounted is the Balance Sheet. (Private com- 
panies are exempted from filing a Balance Sheet.) Hence the jprovision 
only applies to Public Companies. The Statutory Report pres¢ribed by 
Sec. 65 (3) of the 1908 Act contains, infer alia, an abstract of thq receipts 
on capital account and payments made thereout together with particulars 
of the preliminary expenses, but this statement is not a Balange Sheet. 

At this early stage of the company’s existence it will not be practicable 
to present full accounts, but it is suggested that a suitable Balance Sheet 
may be usefully constructed at the date on which the Registrar i 
the “ Certificate entitling the company to commence busin 















will be intact and the Directorate will have passed the formal r 
taking over the property from the vendors and also allotted 
paid shares in respect thereof to the vendors. Hence it will be 
matter to arrange the Balance Sheet showing on the one side 
scribed and paid up capital with any liabilities taken over from or due 


Cash received from the shareholders and the Assets acquired ffom the 
Vendors. 

To comply with the requirements of Sec. 113 (2) of the 
that the Balance Sheet shall “ exhibit a true and correct view of the 
state of the company’s affairs,” it will be necessary to state in the 
Sheet that “ certain liabilities incidental and subsequent to the f 
of the company estimated at £. . . . have been incurred, the 
of which have not been finally ascertained.” It is submitte 
Balance Sheet constructed on these lines will afford shareholde 


Statutory Report in this respect would not increase its valuq to the 
investing public. 


A Curious Anomaly J 
Sec. 26, sub-sec. 3 of The Companies (Consolidation) Act, 1908, enacts 
that the Statement in the form of a Balance Sheet shall be “ made up to 


such date as may be specified in the statement.” During the closing 
months of the 1919 session of Parliament the President of the [Board of 
Trade was asked (in the House of Commons) whether he was aware that 
a certain company had, ever since 1914, included in its annual Summary 
a “Statement in the form of a Balance Sheet” made up| to 30th 
September, 1913. 
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ThePresident ofthe Board of Trade admitted the accuracy of the 
facts given and stated that as far back as 1909 a legal opinion had been 
obtained that such a “‘ Statement ” was a legal compliance with the Act. 
Whilst agreeing that a serious defect in the law existed, the President 
stated that the Government could not undertake to introduce immediate 
legislation to rectify it; but the matter would be reviewed when any 
amendments of the Companies Acts were in contemplation. 

During the war period, many “ controlled ” companies, manufacturing 
munitions of war, etc., experienced great difficulties in effecting settle- 
ments with Government Departments and one large well-known company 
was unable to present the customary accounts to the shareholders for a 
period of five years. Even then, separate accounts for each year were 
not published ; simply the combined results for the whole period. 
Doubtless many other companies were similarly circumstanced, and 
in such instances, the loose phraseology of sub-sec. 3 of sec. 26 provided 
a legitimate method of surmounting a real difficulty. 

Nevertheless ;' the obvious intention was that the “ Statement in the 
form of a Balance Sheet ” should be the one for the preceding financial 
year and it is ;highly ‘desirable that these intentions should be effectively 
realised. 
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u An eaamination of the history of tadation for the last couple of centu: leaves one 
amazed at the scope and variety of the expedients which have been |fried.” 


Table Talk on Business Topics 


By Dr. Erus POWELL 
Formerly Editor of the “ Financial News” 
ISPRINTS will occur, even in the best-regulated pri 
Perhaps the happiest I ever saw was an allusion ina Ca 


or a worthy cause assisted. In that instance the printer ha 
upon the “ copy.” Where his effort is of contrary tendency, 


improved 
let us be 


explain apologetically that his writing was very bad. A g$ 
of an earlier generation—John Bell—wrote three hands—on 
alone could read, another which his clerk alone could read, § 
which no man living was able to decipher. A famous ecclegiastic once 


which he 


he had only been able to make out two words. He believed } 
to be overflowing with Christian charity, but the only two deci 
expressions appeared to be “dirty dog.” Finally, it wag a famous 
member of the Bar who wrote such an awful fist that he was the despair 





A Fixed Easter 
- There is certainly a great deal to be said for the fixing of 


falling of the holidays at an awkward moment. The vacatio must ever 
be carefully taken into account in planning out a sp: 
If, however, a fixed date for Easter is arrived at, the reform of 
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ought not to stop there. We ought to go on to such an alteration as will 
make the calendar year an even number of weeks, so that the same date 
shall always fall on the same day of the week. New Year’s Day should 
not be fixed as a Sunday, since this would make Christmas Day a Sunday 
also and deprive us all of a day’s holiday. Apart from that, however, 
the change would be in every way desirable, simplifying the whole 
mechanism of industry and business generally. Meanwhile, until we 
get it, the following perpetual calendar can be recommended for the use 
of business people— 


Snowy, flowy, blowy, 
Showery, flowery, bowery, 


Hoppy, croppy, droppy, 

Breezy, sneezy, freezy. 
This jingle will suffice for the identification of the English seasons as they 
arrive, even though it does characterise each month in one word only. 


New Taxes and Old 


The Budget always sets civic ingenuity to work devising new sug- 
gestions for taxation. My experience, however, is that the schemes 
nearly always amount to mere revivals of discarded methods. The 
average taxpayer has a very poor acquaintance with the history of 
taxation, but Chancellors of the Exchequer (or, at all events, their 
permanent advisers) have to be better informed in order to keep them- 
selves out of fiscal pitfalls which would entangle their feet and make 
them the objects of public derision. An examination of the history of 
taxation for the last couple of centuries leaves one amazed at the scope 
and variety of the expedients which have been tried. 

Imported bacon was taxed under George III, but Peel abolished the 
import, except as regards 7s. the cwt. on hams, in 1846, and in 1853 Glad- 
stone repealed the ham duty also. The old tax on stone bottles was 
abolished in 1698, partly because it was no longer necessary as a pro- 
tection for glass bottle manufacturers, and partly because it was 
*‘ vexatious, troublesome ’’ and exceedingly difficult of collection. But 
in 1746 the tax on glass bottles was reimposed, and in 1812 the old 
“‘ protection ” idea led to the extension of the impost to stone bottles, 
except blacking bottles. These last it was considered safe to leave 
untaxed, for the ingenious reason that nobody was likely to wish to buy 
his blacking in a glass bottle. Pitt taxed bricks in 1784. His critics 
said— 

These are Pharaob-like tricks, 
To take such unmerciful toll of our bricks, 
The tax vanished in 1850 in consequence of the strongest public protests, 
although it was then producing nearly half a million a year. Pitt’s 
tariff on butter lasted from 1787 to 1860, when Gladstone abolished it. 
While soap was still taxed, Admiral Rous was a candidate for Parliament. 
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“Tf I vote for you, what taxes will you repeal?” asked a dirty 
rascal at one of the Admiral’s meetings. 

“ Why, the one on soap, for your sake.” (Vociferous applause.) 

The tax on candles, imposed in 1709, and abolished in 183], prevented 
all improvement in their manufacture during the 120 odd years of its 
existence. Charles Townshend tried a tax on chip hats in 1767, but 
the ladies defeated him by changing the fashion and making the tax 
a sear ts stock. A modern Chancellor mught give the expedient 












position to sterility ? Or would they pay it, and try to take it out in 
increased salaries or make it up by a little judicious (or it 
backing of horses ? 


Were they really “ Sovs. ee 


gramme. Apart from his own possible gains by the victory of J} 
the ordinary business man must have been peculiarly gratifie 
official description of the race in the following terms— 

3.0 (3.20)—The DERBY STAKES of 6,500 sovs.; for entire 
fillies, foaled in 1918; breeder of winner to receive 500 sovs.; if sufficie 
be not obtained from subscriptions to give the second at least 400 sovg 
third at least 200 sovs., the difference to be made up by the Race Fund. 
one mule and a half. 


receive 6,500? I rather fancy, however, that Mr. J. B. Joel will not 
have that pleasure. The announcement in the official programme is in 
the pre-war form, calculated, I fear, to raise vain and delusi e 


more marked. 


Scaricngnd Cold] 


combination of scarlet and gold in the robes which the Prince of Wales 
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donned when he received his D.Sc., from London University. It is 
curious how little attention was given in the Press to this peculiarly 
happy synthesis of colours. But apparently the irrepressible under- 
graduates noticed it, for the following jingle was picked up in the 
neighbourhood of the Albert Hall after the Prince Doctor had left— 


The Prince his doctorate receives 
Beloved of all the world Britannic, 
Deft binder of Imperial sheaves, 
The harvest of his work titanic : 
We greet him in his gold and scarlet— 
Finance’s Emblem, Flag of Trade— 
With such auspicious guiding star let 
Britain stand firm and undismayed. 


In days of learning democratic— 
Degrees for all whose brains can get ’em— 
On hard and honest work emphatic 
What an example he has set ’em ! 
_ No unearned prize, his gold and scarlet, 
Guerdon of long unselfish toil, 
Begrudged not by the veriest varlet 
That ever wore this mortal coil. 


Prince Doctor, there’s an ancient practice 
Which now our loyal love evinces, 
Forgive the hint ; the plain fact is 
We want to see you bring your Princess. 
And we will the occasion seize 
(Having in our affection locked her) 
To give her also two degrees, 
Master of Hearts; of Music, Doctor. 


Well, if the Prince stirs up the undergraduates of London into 
imitating his own indefatigable vim and vigour, he may well have builded 
better than he knew. 


Labour and Bank Rate . 

In last month’s issue of Business Organisation and Management I sug- 
gested that if a Bank Rate Board were established a representative of 
Labour might well be given a seat thereon. Of course, it would have to 
be stipulated, when the Labour Party was asked to make the nomination, 
that they should select a gentleman qualified by sound knowledge to 
form a judgment on such questions as the Bank Rate Board would have 
to consider. There are quite a number of members of the Labour 
Party who are competent to fill the position, but there are just as many 
others who, either by lack of knowledge or a certain degree of prejudice, 
would be unfitted for it. As an example of an adequate equipment I 
may mention the case of Mr. T. E. Naylor, the Secretary of the London 
Society of Compositors, and the Labour candidate for one of the London 
constituencies. I travelled with Mr. Naylor to and from the Imperial 
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be tinctured by his own personal views) on these vastly 
questions. 


Not Labour Only ! 

Let it not be supposed, however, that lack of knowledg?, even at 
Whitehall, is confined to members of the Labour Party. It ¢xtends to 
classes much higher in the political scale. I was once discussing with a 
Treasury official the possibility of the control of a certain] company 
passing into German hands. This was during the war. My interlocutor 
“explained to me that such an event as I contemplated was impossible. 
Direct postal transmission to Germany was closed and the indirect post 
was under the strictest supervision. It would, therefore, be impossible 
to transport the share certificates to Berlin. The idea that|the only 
way of Germanising a company control was by sending the cértificates 
to Berlin evinced an imperfection of knowledge which greatl amisa 
me at the time. 


Chancellor and British Credit 

But there is a better story still. Once upon a time, within|the last 
twenty years (it is not desirable to be more explicit), a new Chayjcellor of 
the Exchequer asked some of the bankers to see him at Downing Street. 
They went in response to his invitation. At that time Consols}were in 
the neighbourhood of 90, so that British credit was on, roughly, » 2% per 
cent basis. The new Chancellor explained to the bankers that}he was 
about to take a step which would revolutionise the credit pogition of 
this country. He proposed to make such modifications as would enable 
every investor to obtain 5 per cent on a British Government gecurity. 
In a word, he thought that British credit on a 2% per cent basis was 
too low, and he proposed to raise it to a 5 per cent basis. 


A Feather would have done it! 

Well, a distinguished banker who was present, after telling] me the 
story, used a very old and familiar expression. “ When I heard that,” 
he said to me, “ you might have knocked me down with a feather.” 
He, or some of his colleagues, hastened to explain to the Chancellor that 
a change of British credit from a 2% per cent basis toa 5 per cant basis 
would not be the “ raising ” thereof, but the degradation. Inja word, 
any attempt at such tactics as the new Chancellor suggested would 
amount to a financial cataclysm which might shake the whole credit 
system of the world. To me the tale sounded so incredible, fseasoned 
as I am to “ tall” stories, that I felt bound to question it.’ 
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“ But you don’t 1eally mean to say that this story is true?” 

“I most certainly do,” replied my informant. “I was there and 
heard it, and,” he added, “it occurred after something like fifty years 
of banking experience, but I can honestly say I was never so flabbergasted 
in my life.” 

That being the case, do not let us jump upon imperfect information 
on the part of a Labour member when this tale demonstrates there are 
other people who might conspicuously benefit by the purchase of a 
half-crown text-book on economics. 


On Half-Crown Text- Books 


That, of course, would only be a beginning. I do not want to suggest 
that the perusal of a half-crown handbook is going to create an economic: 
expert out of the man in the street. In the pre-war days, Messrs. Methuen. 
issued their well-known ‘‘ Home University Library,” a series of intro- 
ductions to some of the principal sciences of the day. The books were 
priced at Is, apiece in cloth, and one of them was The Stock Exchange, 
by Mr. F. W. Hirst, the then Editor of The Economist. A City man 
found himself at dinner next to a well-known M.P. and they got into 
conversation about the financial system of this country. The M.P. was 
so dogmatic that at last the City man said— 

“ But how do you come to know anything about the financial system, 
being a professional man? You have never been in contact with it.” 

“Oh! I know all about it,” was the reply. “I have read Hirst’s 
book.” 

Well, Mr. Hirst’s book, within its modest limits of 250 small pages, 
constitutes one of the best things that has ever been done on the subject. 
But as for the idea that a man could know “all about the financial 
system ” after perusing it—well, that is a delusive hope which could 
not be adequately characterised in printable English. 






“ Tampering with the currency, injurious to all except the favoured few, | 
the poor.” 


Reviews 


Currency and Employment 


Deflation of the Currency: A Reply to the Anti-Deflatio By Sin 
LaNnogLot Hare, K.0.S.I. (London: P. S. King & Sons, Ltd., O House, 
Westminster.) Price 2s. 6d. net. i 

n 


currency, written in a style curiously reminiscent of that of another emmént public 
servant, the late Sir Arthur Helps. Sir Lancelot Hare joins issue with the Right 
-Hon, R. McKenna’s view that deflation means disaster, and holds , on the 
contrary, unless increase of production is accompanied by legal currency|deflation 
there 1s little hope of irade being resumed on any pre-war scale. He emphasises 
that tampering with the currency, injurious to all except the favoured few, is 
deadly to the poor, and suggests that special commissioners shall be appdinted to 
administer the currency, free of Treasury interference. His closely-teasoned 
argument deserves the careful consideration of the business man. 


This is a lucid and powerful plea for the steady, continuous defla of the 







“ Broadsheets ” on National Finance 


By Sm OSWALD STOLL. (London: William J. Roberts, 10 Oharing 
Road, W.O.) 150 pp. Price 1s. 6d. net. 


These “ Broadsheets ” consist in the main of a series of short articles dealing 
with financial questions, and particularly with the national financial system] which 
have been contributed to the press by the well-known imfresario during {the last 


Cross 


in a specific number of annual instalments. These promises are to be basefl on a 
credit-right vested in productive properties to half the gold value of such praperty, 
and created as bank credits against that mght. They are to be used soldly for 
productive purposes, so that production would be enormously multiplied, while 
economic equilibrium would be maintamed by an advisory council. 
brief, is Sir Oswald’s scheme, which is fully discussed and illustrated i 
af Broadsheets.”” . 


Is Trade Unionism Sound ? 


A. Suggestion for Outflanking the Power of Capital By J. H. BUNTING. 
(London: Benn Brothers, Ltd., 8 Bouverie Street, E.0.4.) Cloth, 9p 
Price 6s. net. 


novel point of view. He argues with a good deal of plausibility that th 

unions’ frontal attacks on the power of Capital by means of collective g 
have failed, and suggests that it is now time for an outflanking movement] The 
improvements in the position of the worker during the last 100 years are, he 
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believes, owing less to the action of organised Trade Unionism than to the 
enormously greater production of material wealth by the use of machinery and 
the improvements in manufacturing processes and organisation. So far from 
attempting to limit the accumulation of wealth, Mr. Bunting would multiply it 
by every possible means, and would place every facility in the way of its production. 
His theory is that as Capital increased it would become cheaper, there would be 
less competition for it, and it would no longer be able to command the excessive 
rent in the shape of high interest which it now enjoys. This, he maintains, would 
result in lower prices and increased consumption, more employment and, conse- 
quently, higher wages. The greater competition among employers would eliminate 
the inefficient, who now function at the expense of the general community. 
brief, Mr. Bunting is a disciple of the Manchester School, and believes that artificial 
adjustments in the price of ether labour or any commodity defeat thew own object 
by restricting the free play of supply and demand. He is the complete Free 
Trader in regard to the problem of Capital and Labour, and, despite the ability 
with which he argues his case, we think it very unlikely that organised Trade 
Unionism would be prepared to assent to the propositions he lays down, or to 
surrender any hard-won privileges in the shape of limitations of the free exploitation 
of Labour which have been rendered necessary by the competitive system. 
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THE presentation to Sir Robert Hadfield last month of the J 
Medal by a delegation of eminent American engineers, in rec 
of his invention of manganese steel, was a graceful tribute to 
engineering genius through the person of one of its most disti 
representatives. The award is the highest American engineering 
and the delegation represented the following societies: the 
Society of Mechanical Engineers, the American Institute of E 

Engineers, the American Institute of Mining and Metallurgical Engi 
and the American Society of Mechanical Engineers. It is 
whether any living man has a greater record of scientific achi 


of Labour policy which was widely quoted. Sir Robert is as 
to strikes, and has rendered valuable service in pointing 
tremenc'us losses which they entail, not merely to the employ¢rs and 
employed immediately concerned, but to the community as a whole. 


* * * 4 


Mr. Balfour and the Problem of Strikes 


“I think the present system is barbarous and absurd. [But, of 
course, so long as you leave the employers the power to lockfout, so 
long must you leave the men the right to strike.” Mr. Balfqur, who 
thus accurately summed up the position in an address to the {members 
of the Constitutional Club, shortly after the settlement of fhe Coal 
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Strike, was obliged to confess that he had no remedy to propose. He 
declared that the problem was one that the community as a 
whole must consider, and in that community he ranked as of first 
importance the wage-earners. But are there no possible remedies? 
If on this most vital- problem for the community our legislators are 
impotent to suggest a remedy, is it not the more urgently necessary 
for Capital and Labour themselves to explore every possibility of a 
solution? Ignoring alike the Premier’s hysterical fears of a class war, 
and the bogus plot among employers to destroy the trade unions, as 
being both equally absurd, there are unmistakable signs on both sides 
of a will to peace, and the time is ripe to attempt to formulate the basis 
of a permanent settlement for industry asa whole. It is common ground 
that strikes and lock-outs bring irreparable disaster to both sides, and 
they hit the community, the hitherto passive looker-on, hardest of all. 
The question whether the community, through its elected representatives, 
will continue to remain’ passive is interesting and should be borne in 
mind by both Labour and Capital, but beyond remarking that the 
action of the House of Commons during the Coal Strike is tremendously 
significant in this respect, we need not discuss it further here. 


* * * 


A Plea for Compulsory Arbitration 

The immediate question is whether advantage will be taken of the 
present will to peace to endeavour to replace strike and lock-out methods 
of barbarism by means of settlement more in accord with the spirit of 
the times. The industrial dislocation occasioned by the Coal Strike will 
not have been in vain if it leads to the setting up of legislative machinery 
which will enable Capital and Labour to settle their disputes without 
recourse to the arbitrament of force. Let Labour ask itself a few 
pertinent questions. This cherished “ Right to Strike,” for example 
is it worth having at the cost of the employers’ equally menacing ““ Right 
to Lock Out?” Is there anything in the terms of the coal settlement 
that could not have been gained at the outset by a policy of arbitration 
—compulsory arbitration, if you will? Compulsory arbitration would 
have preserved the foreign trade of the country intact; it would have 
saved thousands of helpless women and children from a state narrowly 
approaching starvation; and at the worst, assuming the settlement 
to be unsatisfactory, it would have left the trade unions still in possession 
of their accumulated funds, and in a position to commence immediate 
agitation and Parliamentary action with a view to the revision of the 
decision. As it is, the end of the strike finds then yielding sullenly to 
superior force, obliged to accept a settlement which they consider 
inequitable, their organisations crippled for lack of funds, and returning to 
work in a mood which augurs ill for any prospect of increased production. 
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“Let us reason it out, not fight it out,’ urged Mr. Clynes in the 
House of ‘Commons, and though his appeal was disregarded at the time 


of a national pool, or nationalisation in any form, than by a blind appeal 
to force. These questions are, as a matter of fact, incapable of sdttlement 
in such a fashion. As for questions of wages, which are largdly based 
upon the cost of living, and upon factors which are capable of arithmetical 
calculation, these more than any other call for just and careful cdnsidera- 
tion in the light of facts, and for decision by an impartial body having 
the confidence of the nation. They should never be left to th¢ ‘ wild 
justice ” of the strike settlement: it is discredited and out of date. 


* * * 


The Coal Settlement and Profit-Sharing 


The miners have little cause to congratulate themselves upon the 


will have little concern. Disunion among themselves and bad leadership 
account for the miners’ failure to secure a more satisfactory wages 
settlement, which could undoubtedly have been negotiated in the very ` 
favourable atmosphere created for their cause by Mr. Hodges’ address 
to the members of Parliament. But the too obstinate insistencq on the 


worse, have had to be content with what they could get. In the words 
of the Executive Committee: “ Every economic and politica] factor 
was against them.” 


afforded to the principle of profit-sharing, by which the miners will 
receive 83 per cent of the surplus profits of the industry, after 
allowance for standard wages, for other costs of prdduction, anfi for 17 
per cent of the aggregate standard wages to be devoted to qgtandard 


been introduced into any industry ; and while it is true that p similar 
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scheme of ‘profit-sharing had been agreed to before the stoppage, the 
details had never been worked out, and the present arrangement is an 
extremely satisfactory development. For obvious reasons Labour 
extremists are bitterly opposed to profit-sharing, which tends to make 
their ideal of nationalisation more remote than ever; but the ordinary 
working miner, who is out to earn as high a weekly wage as possible, 
will recognise in the principle a very real stimulus to greater output. 


* * < x 


The Revival of Trade 

Now that the Coal Strike is over, the Cotton, Wool, and Engineering 
disputes are satisfactorily adjusted, industry breathes again, and the 
great question is what are the prospects of trade revival? Complete 
recovery from the disastrous effects of the stoppage can hardly be 
immediate, but there are encouraging signs of rapid revival. A vein of 
optimism runs through most of the recent speeches of national leaders, 
which should revitalise the confidence of the commercial community. 
That is the one thing needful: the restoration of confidence. In the 
black atmosphere of the past three months the spirit of enterprise wilts 
and dries up like a garden during a drought. Mr. Lloyd George is 
satisfied from certain symptoms he has observed, and from the facts 
which have been brought to his notice, that the present depressing 
condition of trade is merely a temporary one, and that there will be a 
substantial improvement in a very short time. The Chancellor of the 
Exchequer believes that we shall see before long a turn of the tide, and 
' says that there are indications that we may experience it very soon. 
Among manufacturers and traders optimism is even more pronounced. 
Some of them do not hesitate to foretell a big trade revival. Mr. W. 
Greenwood, M.P., managing director of the Belgrave Mills Co., Ltd., 
says there is already a distinct demand for all classes of cotton goods. 
Mr. H. E. D. Mabbot, chairman of the Manchester and District Engineer- 
ing Employers’ Federation, told a Daily Mail representative the other 
day that the outlook is certainly brighter, and during the past few weeks 
there have been a great many inquiries from foreign customers. The 
lower bank rate is also a bull point in the general situation. If the 
price of coal could only be brought down to a level which would enable 
our manufacturers to compete with their continental rivals, the fervent 
hope of trade revival would become a certainty, for the whole world is 
in dire need of British manufactures. 


* * * 


Famous Shipbuilder Praises Payment by Results 
Lord Invernairn, chairman and managing director of Messrs. William 
Beardmore & Co., Ltd., the well-known shipbuilding engineers on the 
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Clyde, is a warm advocate of the system of payment by results. | Writing 

in the Evening Standard, he says there is no room for the “ time f system 

to-day. Payment by results means payment per piece for thp actual 

work done. It therefore involves honest hard work for the paye¢ and an 

automatic penalty for slacking. He denies that it is a hardphip, or 

unfair, or a method of remuneration only imposed on the mantal class 
-of worker— 

One has only to glance round the world of commerce and industry toj see that 
the one class of worker who always has and always will be paid literally Wy results 
is the head of the business! I should like to see the capitalist—the manjwith the 
responsibilities of so many employees, works, plant, and products—who dare 
accept payment at so much per hour spent in his office chair. I would bnvy the 
departmental manager who could consider his work finished at 5.30 p.n. 

Even the splendid clerks and office workers on the staff of a large ipdustrial 
concern—they are paid in a sense by results. They have to “ get the wonk done” 
regardless of the hours, And their payment is for “ work done,” not ffor time 
spent. That is exactly why office organisation and efficiency ın this} country 
continues to improve as fast as it seems to slacken off in the shops awd yards 


of protecting the inefficient worker. Very humane—if it only gtopped 
there. But, worst of all, it means protection for the indolent and dis- 
honest (“ I don’t believe they number more than 10 per cent ”} at the 


* * * 


One Result of the Eight-hour Day 


The Executive Council of the National Union of Railwaymdn have 
received complaints from their branches that some members pf the 


the manhood of members to discontinue it on the ground that fctions 
such as this prejudice the principle of the eight-hour day. 


* * * 
The Mobilisation of National Resources for 
Export Trade , 


The statesmanlike address delivered by Mr. Edgar Crammond to the 
Institute of Bankers on the subject of British financial policy contained 
the most carefully reasoned analysis and the most weighty criticism of 
Government extravagance that has yet appeared. The fact [that he 
went beyond merely destructive criticism, which, after all, has but a 
negative value, and adventured into the perilous field of congtructive 

381 ' 





Business + Organtsation and . Management 





finance should ensure for his remarks the attention of every business 
man who desires to see the wheels of trade running smoothly again. 
In boldly declaring that to restore the economic position which we held 
in 1914 our resources must be mobilised for export trade just as they 
were mobilised for war, Mr. Crammond will command the assent of 
every economist. Ironic indeed would be the position of this country 
«were it to have won the war at such a ghastly sacrifice of blood and 
treasure only to lose the peace. The amazing disintegration of our 
export trade which has occurred within recent months should act as 
a warning to the whole British people that such a calamity is far from 
impossible and needs to be definitely faced. While we quarrel among 
ourselves over more or less academic questions of Nationalisation and the 
like, the German settles down to work with a tenacity and courage that 
compels respect and, aided by the Peace Treaty, prepares a trade offensive - 
of world-wide dimensions. Mr. Crammond enables us to see it in its true 
perspective, and to examine our own critical position in relation thereto. 
* * * 


National Income and Expenditure: Some 
Startling Figures 
He showed that while National services absorbed 8-5 per cent of the 
national income in 1907, they demanded 23 per cent in 1920, or 1,010 
millions against 184 millions. The result was that, whereas in 1907 we 
were able to set aside for depreciation and maintenance of capital and 
new investments at home and abroad nearly 24 per cent of the national 
income, in 1920 we were only able to provide 5-4 per cent for that purpose. 
This meant that the fund out of which the capital was provided for the 
production of new wealth, for the development of the Empire, and for 
the provision of foodstuffs and raw materials for the employment and 
support of our growing population had been practically depleted. The 
same economic forces which carried the nominal amount of the national 
- income up from £2,400,000,000 in 1913 to £4,400,000,000 in 1920 were 
now bringing it down with even greater rapidity, and the fall in prices, 
industrial disputes, the decline in our foreign trade, together with the 
reduced earnings of the shipping industry, led him to the conclusion 
that the national income for 1921 could not exceed £2,800,000,000. 
The Budget for the current year provided for an expenditure of 
£1,039,000,000: S&pplementary estimates for a further £15,000,000 
had already been introduced, and unless special measures were taken 
the expenditure would greatly exceed the Budget estimate. But taking 
only the Budget figures, and deducting the amount required for interest 
on the War Debt—£345,000,000—and adding £200,000,000 for local 
taxation, they got a total charge for national services of practically 
£900,000,000, equivalent to about 32 per cent of the national income. 
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From the fact that revenue returns for the first two months of the 
financial year showed a decrease of £100,000,000, it was apparent to 
SE that the Budget estimates of revenue could not ppssibly be 


our capacity with kad to them. 
* * * 


German Reparations: The Issue between 
Great Britain and France 
We stood in need of a constructive and comprehensive national and 
imperial economic policy which would stimulate the trade of the 
Empire. Mr. Crammond urged the necessity of, first, a complete under- 
standing with the United States and Japan as to the limitation 
armaments. Secondly, our people and the people of Franc¢ 


£1,600,000,000 or £1,800,000,000 per annum. These exportp 
consist mainly of manufactured goods, and we should have a 


were these vast exports going to finda market? Germany woulfi become 
the central workshop of the world, although operating under 
conditions and at famine wages. In the light of tlese grave 


agricultural country, Great Britain mainly a manufacturing 
He urged that the whole problem should be reconsidered on ¢ 
standing that both Great Britain and America would cancel tthe French 
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war debts, and that France in her turn would cancel the war debts due 
to her by the smaller Allies. This should form part of a general policy 
of the cancellation by all the Powers of the Inter-Allied war debts, except 
in the case of the British war debt to the United States, which we could 
quite easily meet when the trade of the world became normal. 


*x * * 


Capital Fundamentally Organisation | 

In concluding his valuable address, Mr. Crammond advocated the 
amicable adjustment of the relations between Capital and Labour. In 
its ultimate analysis Capital meant principally organisation. It was 
true that it also comprised other things, which might be summarised as 
the accumulated excess of production over consumption, but organisation 
was the fundamental part of Capital, and no wealth could become 
fruitful without it. At a period when the world was entering upon an 
era of intensive competition, such as we had never known in the past, 
it would be a piece of incomprehensible folly for the workmen of Great 
Britain to weaken the position of her capitalists—that is to say, her 
organisers—in the great competitive markets of the world. It would 
be analogous to entering upon a naval and military war by the discharge 
of our military and naval staffs. We had had periods of extremely bad 
trade before, and we had always overcome them, and he had the greatest 
faith in the sound common sense of our people and the capacity of this 
country to adapt itself to the new conditions that had been created by 
the war. 


* * * 


The Fight for Road Transport 


The Commercial Motor Users’ Association are becoming seriously 
alarmed over the prospect of the forthcoming struggle between the 
railways and private commercial interests for control of road transport. 
Mr. E. S. Shrapnell-Smith, President of the Association and an adviser 
to the Ministry of Transport, writes to the Press drawing attention to the 
fact that the railway companies have already framed an amendment to 
the Railways Bill (now before Parliament) the object of which is to 
enable them to undertake road haulage independently of: (1) contact 
with any rail system; and (2) the present ruling condition that they 
may only carry by goad so far as such conveyance is incidental to or 
consequential upon haulage by rail for some part of the total journey 
of the goods. He further points out that “if the railways are allowed 
by Parliament thus to change their trade and to undertake general road 
haulage anywhere, and are not confined to rail-borne traffic, they will 
certainly drive out of existence independent road haulage contractors, 
and in a few years public and traders at large will be at the mercy of a 
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complete monopoly concentrated in the hands of the railway co panies.” 









have sprung up like mushrooms during the past few years. 
fundamental difference between motor road traction and rail tr 


co-operative action, and the big firms already look after themsejves in 
regard to road transport. In these circumstances monopoly is impassible. 
What does appear probable, however, is that the railway companies, 
who have been severely hit by motor road transport, will make a deter- 
mined effort to share the very considerable revenue which is now|being 
diverted from them. That they would suffer such serious competition 
for long without reply was hardly to be expected, and the private 
transport firms will be fortunate to escape feeling the effects of a rivalry 
which they themselves initiated. Cheaper rates for road transport 
would appear to be one certain result of the struggle, and this will 
undoubtedly increase the demand for it. Whether Parliament can be 
induced to prevent the railway companies from entering the motor 
transport field, of course, remains to be seen ; we think it very improbable. 
* * * 


American and English Business Men Contrasted 

That versatile and agreeable littérateur, Mr. E. V. Lucas, has recently 
returned from a holiday trip round the world, and has recorded his 
impressions in a readable volume entitled Roving East and Roving|West, 
published by Methuens. In America he was intrigued by one of thd most 
typical products of the New World—the business man—and Araws 
interesting comparisons. He noted fewer signs of maturity anjongst 
American business men, and says— j ry 

Perhaps this is due to the pleasure—the excitement almost—which 






business men (and all Americans are business men) take in their work. ey not 
merely do it, but they enjoy doing it, and they watch themselves doing ig. But 
although I found the walls of business offices in New York and elsewhere detorated 


very doubtful if, with all these suggestions of practical address and Nappleonic 
efficiency, the American business man is as quick and decisive as ours can be. 
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This passion for printed, idiomatic sententiousness and arresting 
trade notices, which is possibly a development of the national flair for 
advertising, is noticeable everywhere. “I found a children’s millinery 
shop in New York,” adds Mr. Lucas, “‘ with this laconic indication of its 
scope, in permanent letters on the plate-glass window : ‘ Lids for kids.’ ” 


Return to the Gold Standard—British Bankers’ 
' Policy 

Eminent financial authorities are divided in their views as to the 
wisdom of the policy of an immediate return to the gold standard of 
currency, so strongly advocated elsewhere in this issue by Mr. Albert E. 
Bull. The issue was thoroughly discussed at the recent meeting of the 
Finance Section of the London Congress of the International Chamber 
of Commerce, under the chairmanship of Dr. Walter Leaf, President 
of the Institute of Bankers. Sir Felix Schuster said that countries which 
had departed from the pre-war gold standard must aim at deflating their 
currencies gradually so as to inflict the least injury, but with one object 
in view, a return to the pre-war gold standard as soon as possible. This 
would be the policy of the bankers of the United Kingdom, and until that 
object was attained they must adhere to a policy of gradual deflation. 
He admitted that it might be carried on too rapidly, and that a certain 
amount of injury might be inflicted thereby. But whether it was this 
year, next year, or in five, six or ten years, that was the policy which 
he believed we in the United Kingdom must have constantly before us, 
and he did not think we should rest until we were back upon the absolute 
sound gold basis. Until that was obtained we must deflate. There 
would be no stability of exchanges, stability of trade, and harmonious 
commercial relations until all currencies were regulated upon the ‘basis 
of a common standard and that common standard—at present—could 
only be gold. Sir Felix believes that countries which have departed from 
their pre-war gold standard must deflate until they return toit. Professor 
Cassel, another international expert, on the other hand, maintained that 
the first need was that stability should be given to the monetary standards 
of the different countries, and thereby to the exchanges. 

It is certainly very difficult to imagine how certain European curren- 
cies—Poland, for exainple—can possibly restore their unit of value to its 
former parity without catastrophe. As The Times points out, there is 
no particular virtde in the old pre-war parity, but there is a great virtue 
in the present units of value, because all contracts are expressed in them, 
and a definite value or stability of exchange can be attained without 
raising the unit of value to its old pre-war figure in gold. 








: ; z 
Lord Leverhulme is generally acknowledged to be one of the greatest business organisers 
of his generation. We give below an attractive study of the man and his j. 


Master Minds in Business 
No. 8 LORD LEVERHULME 


By AN ADMIRER 


How is it that the millions of people who purchase his produdts, the 

thousands of people who work for him, and last, but not leapt, the 
great investing public have such unshakable faith in Lord Leverhjlme ? 
The answer is very simple: it is because he insists on giving—and 
receiving—a square deal. That, in a sentence, is the secret pf his 
wonderful success; he is out to give every one his due and he areates 
confidence wherever he goes, and that, incidentally, is in every part of 
the world, for he has interests in most countries and is a world-wide 
traveller. 

Notwithstanding his three score years and ten—for he was þorn in 
Bolton in the year 1851—Lord Leverhulme is to-day more aleqt than 
ever and works harder than ever he did. At a mass meeting|of the 
directors, managers, heads of departments and foremen at Port Sunlight 
in May last he referred to the industrial position and said how very 
necessary it was that everyone should be up and doing, and do that with 
all his might. He would not, he said, ask anyone of his workpeaple to 
go where he was not prepared to go, to do anything that he was not 
prepared to do, or to work harder than he worked. He explained that 
in order to cope with the work which fell to his lot he had for months 
past had to rise each morning at 4.30 and he said that he was proud 
to be able to do this, as it meant more employment and still greater 
success for his workpeople as well as himself. Little wonder that a storm 
of applause greeted this declaration, for it was felt by all those present 
that the Chief—as he is familiarly called—had taken a new lease of life 
and was leading them on to still greater prosperity. 


The History of Lever Brothers 


First consider the business and then the builder thereof; it enables 
one the better to appreciate the power behind the creation. ` 

The history of Lever Brothers is probably one of the most astonishing 
in the whole history of industry, because in the life of the singl man 
who created it, it has developed from a small soap wdrks at W: 
with a capacity of about 20 tons a week, at which soap was first jboiled 
in- January, 1886, just thirty-five years ago, to a concern of whith the 
manufacture of soap is only a part, with a very large capital. | Lever 
Brothers are doing what can only be described as a gigantic trade, not 
only in soap, but in chemicals, cattle cake, and a great many othef things 
of all kinds. 
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The history of the undertaking is this: The Warrington works were 
started in January, 1886, and in 1887, the next year, an important 
development was initiated, though on a comparatively small scale. 
Plant was set up for the recovery of glycerine, which theretofore had 
been allowed by soap makers to run to waste. The business very soon, 
in consequence of that and other causes, outgrew the works at Warrington, 
and Mr. Lever, as he then was, searched for sites to which to transfer his 
works, up and down the banks of the Mersey. He ultimately selected 
what is now Port Sunlight in Lower Bebington. The chief recommenda- 
tion of that site for the purpose for which Mr. Lever selected it was the 
access to it by Bromborough Pool, a tidal creek running up from the 
Mersey and accommodating barges. 

In 1889, three years later, the works were transferred to Lower 
Bebington from Warrington. The growth has been quite enormous. 
So far as soap is concerned, which, of course, is the primary business of 
the Company, after 31 years, the time Lever Brothers have been at Port 
Sunlight, they can turn out over 3,000 tons of soap in a week. They are 
by far the largest manufacturers of soap in the world, though soap is 
only part of the business which they do. They own almost all the 
best-known soap-making companies in the United Kingdom, and in 
1919 over 450,000,000 bars, tablets and packets of soap were made at 
Port Sunlight and sold in the United Kingdom. 

The business had increased to such an extent that in 1905 more land 
was needed, and the Company then bought a large tract of land in 
Bromborough, the district immediately adjoining up river. It was 
about 800 acres, with a frontage to the river. 

The works on the estate chiefly are these: There is an electric power 
station with an installation of 10,000 kilowatts. There is an oil refinery, 
an oxygen and hydrogen manufacturing works, an edible oil refinery ang 
a margarine factory. 

The margarine factory represents a new development of baa 
Brothers, undertaken at the urgent instance of the Government during 
the war. It has an output capacity at this moment (though it is very 
far from being completed) of 100,000 tons a year, and it is putting out a 
very great quantity of this product. Among the works which are 
contemplated there in the immediate future is an oil-seed crushing mill, 
which is of very great importance for the purpose of the business. In 
relief of the works of the Mersey very large factories and works have been 
built or acquired in a great many places all over the world. 

Lever Brothers have their plantations and crushing mills in Africa 
and elsewhere, where they propose to provide facilities for loading 
into tank steamers for conveyance direct to their proposed new wharf 
at Bromborough. 

So much as to the creation: now as to the creator. 
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The Man and His Methods 


Lord Leverhulme is a short, stocky man, with a ruddy co 
hair turning grey, and light blue eyes, which look at eve 
everybody in a kind and inquiring way. 

He always sleeps in the open air—in a special sleeping champer—or 
rather canopy, for it has only one side and a roof to afford prdtection 
from the wind and rain—built on the roof of his house, and is ost 
invariably in bed and asleep by ten o’clock. Before retiring hq has a 
very hot bath, as hot as he can bear it, and immediately on rising 
after his six and a half hours’ sleep he indulges in very light astics. 
He very rarely takes wine and does not smoke. 

By five o'clock he is hard at work reading reports from his difectors 
and managers, and later is carefully perusing the voluminous correspond- 








at a time, so as to ensure that what he says is accurately transtribed 
and to save time in re-reading all that he has said. By this medns he 
gets through more in an hour than most men get through in a day.' His 
correspondence out of the way he will begin to see those with whom he 
has special matters to discuss, and who have been told beforehand by 
one of his secretaries precisely at what time to be there for the interview. 

The method is characteristic of the man. You desire, say, to submit 
an important scheme to him, and there are two or three alternative| ways 
of carrying your scheme into effect? You are told that his lordship 
will see you at 9.30. Very well, precisely at 9.30 you must be there 
or some one else, who also has an appointment, will be sent for and you 
may not have another opportunity to discuss your matter at all that day. 
But you are wise enough to be to time and—knowing his wishes and his 
remarkable capacity for grasping a thing at a glance—you set out your 
proposition in its various forms as briefly as possible down the left-hand 
side of a quarto size medium form and place this before his lordship 
directly you goin. There is no waste of words; he will get right to the 
point at once, and in a few minutes you will have got a ruling and 
quitted |! 


At the Desk \ 

Lord Leverhulme is, of course, world-famous as an organiser ang one 
has only to spend a short time in his office at Port Sunlight—a spagious, 
well furnished room—to be convinced of his ability in this direction} To 
see him deal with important documents of various kinds is an edufation 
in itself: those marked ‘‘ Urgent ” are, of course, dealt with and 
sent back to the authors—the directors or whoever they may be-+with 
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the utmost promptitude ; the remainder are treated equally rapidly and 
in accordance with their degree of urgency, the whole being got rid of 
in a very short time. No correspondence ever litters his lordship’s 
room, and he dislikes very much to see any of his staff accumulating 
documents of any kind or description—as so many love to do, on the 
theory that it gives them the appearance of being busy !—as his creed 
is that directly a task has been accomplished the papers in relation to 
it should be cleared away, so that the next task can be tackled with a 
clear mind and free from hindrance or the intrusion of other irrelevant 
matters. l 

Suppose that during the perusal of some documents he desires to 
have a word with one of his directors in regard to it? The matter is 
quite simple. By pressing a lever on the cabinet at his left hand he is 
brought into instant telephonic and direct communication with that 
director—in whose room a small red globe lights up and a buzzer begins 
to sound. Or may be he desires to speak to all the directors on the 
subject. If so, the matter is equally simple. By pressing another lever 
the whole board can be instantly communicated with—in fact, by this 
means a board meeting can be held though each one is sitting in his own 
room! All indicative of the master mind ! 

By the way, it is interesting to recall that the arrangement of the 
offices at Port Sunlight is practically the same as was adopted by Lord 
Leverhulme for his offices at Warrington—only, of course, on a much 
more elaborate scale. And the same scheme has been adopted for most 
of the’ associated companies at home or abroad—or, rather, these have 
been modelled on Port Sunlight lines. 


His Attitude Towards Labour 

As all the world knows, Lord Leverhulme holds that unless workmen 
are contented and happy in their surroundings they cannot achieve that 
which is best in them, and the model village at Port Sunlight bears witness 
to the fact that he religiously practises what he preaches, and that he 
tries with all his might to make his workpeople happy. Practically 
everyone interested in town planning has at some time or other visited 
Port Sunlight to study the system of housing there, and they have all 
gone away greatly impressed with what they have seen: the model 
workmen’s cottages, the well-equipped managers’ houses, the free library, 
the beautiful art gallery dedicated to the late Lady Lever, the swimming 
baths, sports grounds of all kinds—indeed, everything that makes for 
comfort and enjoyment. 

Equally well known, too, is his scheme of profit sharing. What Lord 
Leverhulme says, in effect, is just this: “I want my workpeople to be 
not merely employees, but co-partners and profit sharers—to enjoy, 
with me, the fruits of our combined labours,” and every employee, male 
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and female, who is over 21 years of age, is admitted, after from one to 
two years’ service, to the co-partnership scheme, provided hisfor her 
record is one of good service, and thenceforward participates in thejprofits 
of the company, according to the partnership certificates annually 
allotted to them. This scheme, of course, was a for the penefit 








Lever Brothers, until now many thousands of men and women in 
parts of the world enjoy its benefits and privileges. 


Co-partners All 

And therein you have the key to Lord Leverhulme’s attitude towards 
labour generally : to him there are no “ hands,” but only fellow whrkers 
—'‘ co-partners ’’—in a great and glorious enterprise, and he loses no 
opportunity to pay a glowing tribute to those around him who have— 
as he says—helped him to build up the wonderful business of which he 
is the head and establish its name and fame throughout the world. He 
is never happier than when he is having a heart-to-heart talk with his 
“ co-partners ” and spurring them on to bigger and better things, as 
on the occasion referred to at the very beginning of this article, except, 
perhaps, when he is romping with the children at Port Sunlight village, 
by whom he is affectionately known as “ Uncle.” To see him heading 
the annual Sunday School procession from the village, or entering with 
boyish hilarity into their games and amusements in the grounds at 
Thornton Manor, now occupied by his son, is to experience the thrill and 
joy of life! 


Using the Brains of the Staff 

Every employee of Lever Brothers—from the Managing Director 
down to the office boy, and from the General Works Manager to the lad 
in the most humble position in the works—is invited to take a share 
in the management of the business, and to this end “ suggestion ” boxes 
are dotted about: all over the offices and works, so that those who are 
actually doing the work can voice their opinions as to how their jobs 
can be improved upon to the benefit of all concerned. Sometimes some 
very valuable suggestions are received in this way. Each one is carefully 
considered and all those which are approved and adopted are rewarded, 
or if worthy of patenting, registered and royalties se for the inventor. 
Thus everyone is made to feel that he is a vital force in the business and 
has something to do with the conduct of the firm’s affairs. 


Restriction of Output and Trade Unions 
It is one of Lord Leverhulme’s proud boasts that he has never had a 
strike at Port Sunlight. True it is that the men stayed out forfa few 
days last summer, but this was owing to a dispute between tw@ rival 
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unions, and had nothing to do with the firm itself. This remarkable 
record is undoubtedly due to Lord Leverhulme’s attitude towards his 
men and their accredited leaders—with whom he has always lived in the 
‘friendliest relationship. 

Consider his lordship’s words when addressing the Liverpool Social 
Problem Circle on. 8th November, 1916. He said: “ We see clearly 
what an awful blunder for the Empire the policy of restriction of output 
proves itself to be. Where high mechanical horse-power per wage earner 
is found, there the greatest output per wage earner exists side by side 
with the highest scale of wages. Restriction of output is not only an 
- economic fallacy but is the robbery by the worker of his mates of their 
rightful due in wages, food, clothing, houses and welfare conditions. It 
is the duty of every Trades Union official to fight this false doctrine with 
all his strength and might ; and I say this because I know, and I am 
convinced by a life-long friendship and acquaintance with Trades Unions, 
that they have one sincere aim and object which they pursue with 
devotion—the welfare of the wage earner. 

“There is nothing in mechanical horse-power, new and improved 
machinery producing enormously increased output, to incur the opposition 
and enmity of Trades Unions. Ifit pays, as it does, scientific administra- 
tion to scrap obsolete plant, buildings and machinery (and we know that 
there is no scrapping and destruction of obsolete property which will 
not, in the long run, prove immensely profitable when it represents the 
price to be paid for superior and more efficient methods), then similarly 
it may*be said with equal truth that it will pay the wage earner to scrap 
obsolete, false economic methods and worn out policies. And first of 
all these false policies to be scrapped ought to be that of restriction of 
output. 

“ There is a much broader sphere for the operations of Trade Unions, 
providing ample work for many years to come, in bettering the industrial 
conditions of this country. The scrapping of the policy of ‘ca’ canny,’ 
or restriction of output, will give all the more liberty and power for the 
advancement of these higher aims and activities; and, in addition, this 
broader, better outlook and higher activities for Trade Unionism will 
prove to the world that Trade Unions are fighting not only for the 
betterment of the workers, but are considering the interests of the 
consumer and of the British Empire in competition with all other nations 
in the world. 

“ When the British public are convinced that the good' of the 
community as a whole and the progress and the strength of the British 
Empire, in competition with all nations of the world, are also receiving the 
attention and special care of Trade Unions, then woe to the capitalist or 
employer who attempted to oppose any just demands made for the 
furtherance of these aims and objects.” 
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His Vision of the Future 


The founder and principal of Lever Brothers is a very far-seeing man, 
and the foregoing extract shows that he is looking well into the future, 
to the time when all sections will have but one end in view, mamely, 
the giving of their best for the good of all. Indeed, from 
beginning of his business career—in his father’s wholesale groce 
in Bolton—he has had but one object : to serve all those with 
came in contact to the best of his ability. “ Service,” in fact| is his 
watchword. 








the midnight train, so as to transact other important business 


City on Tuesday. On Tuesday night he will travel by sleeping to 
Scotland so as to be where he is most required on Wednesday, and on 
Wednesday night he will return again to London to keep other ehgage- 


with everything and everybody and be the good counsellor and 
to all those associated with him in his numerous undertaking 
never forgets the friends of his humbler days, which he takes pleaspre in 
recalling, and in the conduct of his affairs grudges no reward necdssary 
to secure the best expert assistance. His vision and foresight are keen 
and sure; his power of concentration marvellous; and his path] ever 
straight because guided always by strict principle, justice coming Hefore 
generosity, but generosity abounding when its course is clear| and 
dictated by wisdom and uprightness. 


L ‘ 
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Bring Out the Gold Coin 


By ALBERT E. BULL, 
Author of “Sound Business,” “Commercial Travelling,” ee. 


Mr. Bull urges very forcibly that the time is ripe for an immediate return to the 
gold atandard of currency and for the steady withdrawal of the Treasury Note issue. 


GURELY the time has come for the gold coin to be brought into use 
again. The whole world is suffering in its markets from the entirely 
fanciful and uncertain value of paper money, and a very great part of 
the paralysis of trade can be traced to the difficulty in finding the real 
worth of these symbols of exchange. 

We are told almost in hushed tones that there are very strong 
reasons why gold should not be let out of the banks. But what those 
reasons are, the most earnest enquirers can only guess at. 

It is time for a great nation like England to make a bid for national 
morality in this respect—to assert once again that her paper money 
really has a gold value, and to pay that value on demand over the 
counters of the Bank of England. 

All over the world printing presses are steadily at work printing 
very neat slips of paper with devices of varying degrees of artistic merit. 
These slips are issued to the public and called money. Traders are expected 
to give food, furniture, and clothing in exchange for them, and workmen 
are expected to accept them in payment for their toil. 

The value of this paper money varies in different lands and depends 
upon many considerations. It is affected by the simple law of supply 
and demand: where this paper money is plentiful it ceases to be 
valuable; a very busy printing press can easily make a pile of rouble 
notes about as adequate as a quire of yesterday’s ‘‘ Football Edition”’: 
a restricted output can make a ten shilling note almost as precious as the 
small piece of gold it is supposed to represent. 

Consequently much of the value depends upon the policy and 
wisdom of the men who control the issue. Where these men are advised 
by cautious bankefs and the paper money is issued grudgingly and under 
careful safeguards, there comes to be a partial stability in value. 

Beyond this, however, there is another factor which affects the 
value, and that is: The opinion which the world at large may have 
of the men who control the issue of paper money, or of those others whom 
a change of Government may put in their places. 

England is exceedingly fortunate in possessing public men in whom 
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great confidence is reposed both at home and abroad. It is not ahywhere 
feared that any possible British Government will issue papey money 
in an extravagantly fitful and foolish manner. 

But there is nothing in law or experience to prevent such k thing 
being done. It would be quite possible to print and issue £1 motes in 
this land in ever-increasing numbers till the issue rivalled that] of the 
Daily Mail and every messenger boy carried a pocketful—indeed, there 
is a vicious circle in the issue of paper money: as more comés into 
circulation the cheaper it becomes, and larger quantities are nedessary 
for carrying on the transactions of life. 

The advantage of gold (and to a lesser degree of silver) is that no 
party, Prime Minister, Government, or coterie of bankers can affect its 
output. Gold is relatively scarce. Its total quantity is almost 
able and the annual increase of that quantity over the whole & 
be estimated within a narrow fraction. 

It can be put into the market and bought and sold on its real palue. 
It is consequently an excellent medium by which all other goods and 
commodities can be priced. 

Recently the suggestion was made that in international deali igs it 
might be necessary to resort to the old simple method of barter i ih the 
exchange of goods, one country supplying so many quarters of wheat 
and the other balancing the transaction with so many tons of coal, and 
so on through a long list of commodities. 

The ingenious mind that evolved this proposal probably overlooked 
the fact that all pre-war transactions were of the nature of barter, only 
it was convenient for one of the articles thus bartered to be as fixed and 
unvarying as possible, having its value everywhere and at all times. 
This commodity was gold—or paper which was its equivalent. Traders 
in Smyrna, Hong-Kong, Amsterdam, and Rio de Janeiro knew in parting 
with their goods that they could receive for them paper which carried 
the right, either directly or through changes from one paper to another, 
to a gold payment over the bank counter in Threadneedle Street. 


Probable Effect of Return to Gold Standard 

If this nation at this time were bold enough to revert to its old policy 
there might be a startling upheaval at first in the exchanges of the 
world, but the ultimate effect would be to stabilise ne finances not only 
of this land but of all others. 

Something might happen such as occurred es the great joint 
stock banking companies bought up the county banks—and declindd to 
take over some of the accounts. There would be great inconvenjence 
among those who flourish under lax rules of trading. 

There is a choice of ways in which gold could again be put into 
circulation, but whichever way were selected, this main point must be 
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recognised: That the real standard of value from the moment this were 
done would be the gold coin and not the paper note. 

The simplest but probably not the best way would be to issue the 
new gold sovereign at such a weight and size as makes it a fair equivalent 
for the paper pound at the time—that would be, at the time of writing, 
a sovereign of about four-fifths the size of the old pre-war gold coin. 

But such an act as this does violence to our best traditions. It means 
that we become national defaulters, paying a dividend of 16s. in the 
pound; that we pay back the 50 sovereigns we borrowed in 1915 for 
War Loan with 50 gold coins that only weigh down 40 of those we 
borrowed. 

The better method is that which will take a little time, but which 
can be jyst as effective. This is to adopt a rigid, unvarying persistent 
policy of reducing the quantity of paper money. 

The English paper sovereign should be forced up and up and up by 
its increasing scarcity till dealers in bullion were glad to give its face 
value in gold for it in the open market. 


A Danger to be Avoided 

This act should be accomplished by withdrawing Treasury Notes at 
an increasing ratio every month. Supposing in thefirst month x per 
cent were withdrawn, in the second month 33 per cent, and in the third 
9F per cent, and it were stated that the geometric progression would be 
continued for some months after gold was issued, one very great danger 
of the change would be overcome. 

That danger lies in the natural law known as Gresham’s Law, which 
is that when a standard currency and a debased currency exist side 
by side, the debased coins will drive the others out of circulation, because 
people will hoard one sort and pass on the others, or will pay out the 
poor coins at home and send the good ones abroad. This would equally 
apply to paper money as to coins. 

The immediate first effect of issuing gold would be to send up its 
value. Demonetised, it is not in such demand as it would be when in 
current use, and no matter what reserves the Government holds or could 
procure, there would be an increase in the value of gold. 

At first the gold issued would be hoarded, saved, and held by large 
numbers of peoples but the constant restriction in paper es, would 
ultimately bring this all out again. 

“ But,” objects the reader, “ supposing this went on for a ine time, 
and as fast as gold were issued most of it were hidden or sent abroad—— 
supposing the paper money were reduced down to zero and only a tenth 
of the gold were left in the land that was here before the war.” 

And why not suppose it? Though, of course, it is a wild supposition, 
as a moment’s thought will show. Gold is a commodity and is always 
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being dug out of the earth, Naturally, the new metal will gd to the 
market where its price is highest. Let it soar in price as high as ft will— 
till a sovereign, paper or metal, in England has twice the purphasing 
power a paper pound of to-day possesses: whatever price it reqches in 
the land where it is freely competed for and used as the standard and means 
of exchange, that is its fixed absolute value for all the markets of the 
world. 

The point is that a really determined national effort should He made 
once again to make the precious metal the natural measure by which 
all other commodities shall be valued. 

Looking at the case simply, it would be regarded as madne§s were 
the Government of our land to be able to say: “ On and aft¢r next 
month the avoirdupois pound shall contain 17 ounces, and the standard 
ton 21 hundredweights, and these weights will be still further] varied 
from time to time.” Yet the Government exercises powers quite as 
arbitrary and as perilous with the coinage of the realm. It is they who 
can say: “We can make your money worth what we will by increase or 
decrease of its issue.” 

Let them exercise the power for the last time and thus re-establish 
the gold standard. 


The Gold Reserve Bogey 


It may be needful to deal with one of those whispered suggpstions 
that seems to have the weight of a hundred bankers and statesmen 
behind it. It is that we still live in perilous times, and the nation| which 
parts with its treasure chest parts with its life-blood. 

This is a hoary tradition, a survival of the days of soldier adver|turers 
like Napoleon. There were times when a few bags of gold might have 
meant much to him and his hireling troops, but in the great warj could 
Germany’s hundred millions in Spandau save her? Did England's few 
bags of hidden gold in Threadneedle Street affect the issue for an four ? 

Had the last ounce of gold left England, France, or Germany i that 
crisis the end would not have been affected. 


as speedily as, the metal were released it would depart to foreign countries. 

Let us suppose, for the sake of argument, thgt the Government, 
through the Bank of England, put the last ounce of gold into circulation, 
and that there had been going on a continuous movement of goldfeither 
into private hiding places or abroad. 

Treasury Notes would still be legal tender—the restriction fin the 
number of these, though constantly continued, would be too @ adual 
to hamper trade or embarrass exchange; it would simply raisp their 
value till, sooner or later, each note would represent a quantity offactual 
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goods or securities amply sufficient to tempt gold from the uttermost 
parts of the earth. 

A point which must not be’ overlooked in this connection is that 
England has adopted the note habit. It may be a century before the 
habit is lost. Once the restriction in the number of notes has made a 
free use of gold possible, there would be no object in further restriction. 
The only need for care then would be that all bank cashiers should be 
able to continue to ask the question: “ Will you take it in notes or 
gold?” In other words, that the issue of notes should never be large . 
enough to affect gold as the real standard. 

Another point to be remembered is that the fear of people hoarding 
gold is largely fanciful. Those few who did so during the war lost 
heavily in interest and mostly repented before they had held their 
savings long. 

Once England establishes a gold coinage it is established for the 
whole world. The English paper sovereign in Amsterdam, New York, 
or Madrid is to-day an uncertain quantity. Establish gold as the’ 
standard here and the English paper sovereign has a fixed value in 
which the currency of all the world can be valued. 

It is largely immaterial how soon or how late other lands follow; but 
we help them all toward national honesty and integrity bya bold act in 
which we place the standard of value out of the power of any public or 
private manipulation. 

í 


Protection for Investors 


THE Stock Exchange Committee has incorporated in the permanent rules 
the temporary regulation passed a few weeks ago prohibiting dealings in 
any new issue unless specially allowed. As the Committee has recently laid it 
down that no new issue may be dealt in until an authoritative statement has been 
published giving certain vital information about the undertaking which seeks 
to open a market foreits securities, this regulation forms a measure of protection 
to the investor whicl{f was wholly lacking before the war. A great deal, however, 
still remains to be done, says The Times, to protect the public from the ingenious 
company promoter, and for this reason we would welcome a strengthening of the 
law with regard to prospectuses. The practice has grown up in recent years of 
issuing statements resembling, in form, a prospectus, but not containing the 
information which is obligatory in the case of an ordinary prospectus. This opens 
wide the door to abuse. 
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“ Wherever there is Government interference in industry a political issue|creeps in, 
and politics and industry are things which must be kept apart.” 







Our Industrial Future 


How Britain may reach a greater Prosperity than lever 
By Sim Caarnies W. MAoara, BART. 








HERE can be little doubt that the year 1921 will go down to 
as the one in which Britain faced its most troubled period 
trial unrest. The Allies having won the war on the Continent of Europe, 


not been present in our national life in sufficient degree. Tha 
has been a bad breakdown in our industrial system. Our pi 
industries—agriculture, mining, cotton, wool, engineering, etc.—p 
the middle period of the year, in a state of unrest, some of them in 
something like chaos. Is there a permanent cure for this sort of thing ? 


I am not, and never have been, a pessimist concerning the fut 
the British Empire. When the war ended I expressed the view 


nothing so sure as the fact that once we secure a working agreement 
between Capital and Labour our industries will again thrive, and the 
inherited skill, the grit, and the constructive gifts of our people will 
build our house anew and make of it a better and healthier habitation 
than we have previously had. But we must begiñ the work of recon- 
struction at once and in genuine earnest if we are to succeed fo the 
heritage which is ours. 


The Foundations of Industrial Peace 
At the worst period of the great coal strike, having reached age 
when I might consider my life’s work had been accomplished, I [placed 
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my personal affairs on one side and journeyed to London, where I stayed 
for five weeks. As the principal promoter of the Industrial Council 
appointed by the Government in 1911, and of which I was a member, 
I had a personal acquaintance with the leaders of both Capital and 
Labour controlling the staple industries of the country. Having occupied 
such a position, I considered it was my duty to personally place before 
them my views of the existing unprecedented crisis, and by carrying on 
a large propaganda through The Times and other newspapers, to place 
the dangers of the position as they appeared to me before the public. 
I feel deeply indebted to those editors who have assisted me in this work. 
The wide publicity my views obtained showed me that I was on the 
right lines ; and I was greatly impressed by the fact that on every hand 
I met with an overwhelming desire for some instrument of permanent 
industrial peace. This is a subject to which I have given my best study 
and effort over a long period of national and international work for the 
cotton industry, and I venture to say that if we are to secure industrial 
peace it can only be along the following lines— 

(1) The Government of the country, whatever its politics, must 
cease to meddle in the internal affairs of industry and leave it to be 
managed by the practical men associated with it, while at the same 
time assisting the development of industry and commerce in every 
possible way. 

(2) Industries being interdependent, each one must be viewed in 
its relation to the whole; and no set of employers or employed must 
consider themselves free to bring about stoppages which cause losses, 
not only to themselves but to the others, without exhausting every 
available resource for a peaceful settlement. 

(3) Each industry should be managed as a whole. _. 

(4) The scheme for the regulation of wages according to the state 
of trade—which has been in existence in the spinning section (the most 
important section) of the cotton industry for twelve years—or some 
other scheme of like character—should be applied to all industries. 

(5) An industrial court of appeal to which all deadlocks in all industries 
can be referred should be set up at once, on the lines of the Industrial 
Council of 1911. 

(8) The international idea should be developed in industrial organisa- 
tion with a view to removing inequalities in the standards of wages in 
accordance with the conditions obtaining in various countries, so as ‘to 
remove unfair competition for the world’s trade. 


Government Folly Exposed 
I can imagine the reader saying that this programme is a very 
ambitious one. It is: but it is not impracticable, nor is there any item 
in it which does not already exist in embryo. We must think in continents: ~=- 
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if we are to make our industrial future secure, and it Ís pr 
because we have tinkered with things that we have failed in tha past. 
‘That has always been the error of the Government in dealing) with 
industry. If we look back over the years of the war we see that the 
Government or its Ministers, whenever a dispute arose, instead of 
organising or using a sound scheme for dealing with all wage applications, 
simply plunged into waters which were too deep for them and fn the 
end engulfed themselves and the industries. That was what happened 
with the coal industry and every other industry. The Government 
staved off the results of their own control of coal until they could no 
longer be avoided, and then threw the whole burden of adjusting it 
upon the industry itself at a time when it was facing a period of 
unexampled depression. In all thé great industries Government 
interference left a legacy of unrest for the practical men to bea 










Regulation of Wages in the Cotton Trade 

All this was, in my view, totally unnecessary. I refer in the p 
list of conditions of industrial peace to the Scheme for the Reg 
of Wages according to the State of Trade. That scheme could havé been 
applied to every ee at the outbreak of war, and untold econbmies 


expenses, gives the net profit upon the whole of the capital employed in 
the industry ; and the accuracy of the figure may be checked by 


according as the cost of fen went up and so long as their indbstry 
would permit of higher wages, with the proviso that wages should ĝ 
down in proportion to the decreases in the cost of living and the earnings 
of industry later on. Had this advice been acted upon endless trpuble 
--would have been saved. 
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Away with Government Interference ! 

The Government did not rise to the occasion. Now, the Government 
must cease to interfere with industry. Wherever there is Government 
interference in industry a political issue creeps in, and politics and 
industry are things which must be kept apart. Employers and employees 
can best settle their problems themselves, for they are the people who 
know the conditions of industry from A to Z. I would advocate that 
one of the first things they should do is to establish such a scheme for 
the regulation of wages in our industries as the one I have outlined, both 
sides binding themselves honourably to stand by the results it shall yield. 
This scheme is practically arbitration without an arbitrator. 

I need not dwell long on the necessity for conducting each industry 
as a whole, since the value of doing so is so apparent. Strong organisa- 
tions of all employers and all workmen are the best means of collective 
bargaining, and the best means of ensuring unity in an industry; and 
where three-quarters of an industry—masters and men—agree to any 
line of action, in accordance with the rule of majority, the remaining 
quarter should be compelled by Government enactment to fall into 
line. This was one of the recommendations arrived at by the Industrial 
Council at the extensive inquiry made at the request of the Government 
in 1912, and will be found in the Blue Book of the Inquiry issued in 1913. 
I have heard, during recent industrial troubles, irresponsible talk about 
smashing the trade unions. I cannot help thinking that this is due 
to an entire failure to realise the true needs of industrial negotiation. 
We cannot at this period of the world return to the practice of dealing 
individually with each workman; we must have negotiations by and 
through the workmen’s representatives ; and to smash the trade unions— 
if it were possible—would be to do away with collective bargaining, 
which is one of the finest achievements in our industrial system. The 
best thing to aim at is strong and wisely handled trade unions, by which 
the workers are united together and through which they can voice their 
demands and enter into agreements as a whole body, just as the employers 
can throtigh their federations. 


Need for Co-operation between Employers and Employed 

But I would lay stress here on one point which is very frequently 
forgotten. It is that the great organisations of the employers and the 
employed can do their best work, not in conflict, but in co-operation. 
I firmly believe that the future will see both working together for the 
good of industry. The disputes of this year and the devastating strikes 
which grew out of them might have been prevented by the application 
of this ideal. If employers and employees, working through their great 
organisations, had got together with the object of reducing the cost of 
living, instead of one side plunging the other into steep and unexpected 
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of industrial war. It has always proved a successful way of v 
when it has been tried. I need only give, as an instance, the 










with disaster, employers and employed accepted my advice to orp 
short time working in the mills, and so tided over a time of great ay 


industry is a whole and the concern of all the people—capitalist? and 
workers—engaged in it; and second, that an industry is only parț of a 
‘greater whole—the industrial life of the nation—and cannot $uffer 
disruption within its own sphere without involving thousands—in|some 
cases millions—not directly connected with it in loss. 


An Industrial Court of Appeal 

Deadlocks will always occur, even where an industry has the} best 
of machinery for settling its disputes. Hence there is need far an 
Industrial Court of Appeal. Now that Court should be composed of 


popular support will be assured. To such a tribunal the parties i 
industrial dispute which had reached a deadlock could, through 
best advocates, state their respective cases, and age could reasonp 


Council which the Government founded upon my ae in 
It was the first tribunal on which Capital and Labour sat round 
same table with equal rights. Here were 13 representatives of Capital 


practical men. This Council, as its records show, had a brilliant fd ghort 

career. Why not revive it, or build another along the same 

Personally, I shall never cease to advocate that plan, for I am not Alone 

in believing that such an Industrial Court of Appeal is a prime necgssity 

of the present times; and I am glad to learn that in both Housts of 

Parliament there are leading men who share that view. 
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Trading Losses and Income Tax 


By HERBERT SMITHSON, A.S.A.A. 


How Repayment may be Obtained 


This valuable article explains how the trader, who has suffered a loss in the year 
of assessment, may secure an adjustment of his Income Tax liability. 


A LARGE proportion of manufacturers’ and wholesale traders’ 
accounts made up for periods ending between last autumn and the 
present time have shown losses—in many cases very serious losses— 
owing to the slump in trade and consequent shrinkage in turnover and 
reduction in value of stocks on hand. To some extent such losses are 
mitigated by the repayment of Excess Profits Duty where sufficient 
has already been paid to cover the statutory deficiency at the rate of 
duty now in force, viz., 60 per cent. 

From the income tax point of view the trader’s position is not so 
satisfactory, for if he allows matters to take their normal course he 
continues, notwithstanding his loss, to pay tax upon his statutory profit 
which is based upon the average of the results of the three years preceding 
the year of assessment. Up to and including the fiscal year 1919-20 
claims could be made in the event of losses or reduced profits which gave 
a substantial benefit to the taxpayer and in many cases relieved him 
from paying any tax whatever. One of these claims was under section 133 
of the Income Tax Act, 1842, repealed in 1907, but revived by section 13 
(1) of the Finance Act, 1914 (Session 2) as a war measure, the amount of 
the relief being determined by substituting the year’s loss or reduced 
profit for the profit of the earliest year included in the three years’ 
average. Repayment was then made at the appropriate rate upon the 
difference between the new average and the original assessment. The 
other claim was under section 29 of the Finance Act, 1916, under which, 
where a person’s actual income for the year of assessment fell short of 
his assessed income by more than 10 per cent, he could claim to substitute 
such actual income for the statutory income and obtain repayment 
of tax upon the difference. An individual could proceed under whichever 
of the two tourses he chose to adopt, but a limited liability company 
was restricted to procedure under section 133—for although a company 
is a legal entity it appears that for the purpose of a claim under section 29 
it is not an individual. Both sections were repealed in an ambiguous 
manner by the Finance Act, 1920, but in order to remove all doubt 
the present Finance Bill includes a clause definitely repealing them for 
the current year and for the year 1920-21. 
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There is, however, still one course open for the taxpayer to 
a repayment claim provided he has actually sustained a loss in thd year 
of assessment, but it must be noted that the loss is the statutory loss, 
i.e. after making all necessary adjustments to the result shown his 
Profit and Loss Account. This claim arises under section 23 of the 
Customs and Inland Revenue Act, 1890, repealed and re-enacted as 
section 34 of the Income Tax Act, 1918. 

Section 34 of the Income Tax Act, 1918, is as follows— 

(1) Where any person sustains a Joss in any trade, profession, emplo 
vocation carried on by him either solely or in partnership, or in the occupation 
of lands for the purpose of husbandry only, or in the occupation of woodlands in 
respect of which he has elected to be charged tax under Schedule D, he ma 
giving notice in writing to the Surveyor within six months after the year o 
ment, apply to the general commissioners or to the special commissioners, 
adjustment of his liability by reference to the loss and to the aggregate 
of his income for that year estimated according to this Act. 

(2) The commissioners shall, on proof to their satisfaction of the amount pf the 
loss, and of the payment of tax upon the aggregate amount of income, give/a cer- 
tificate authorising repayment of so much of the sum paid for tax as would jrepre- 
sent the tax upon income equal to the amount of loss, and the certificato may 
extend to give any exemption, abatement, or relief depending upon total income 
from all sources, authorised by this Act. 

Upon the receipt of the certificate the Commissioners of Inland Revenué shall 
cause repayment to be made in conformity therewith. 

(3) If any person shall be guilty of any fraud or contrivance in ing any 
application under this section, or in obtaining any such adjustment or certificate 
as aforesaid, he shall forfeit the sum of fifty pounds. 

(4) Where repayment has been made to a person for any year under this section, 
he shall not be entitled, in computing the amount of the assessment for any sub- 
sequent year, to a deduction of any portion of the amount in respect of which such 
repayment has been obtained. 


Crucial Points in Claims for Repayment 
The following points should be observed— 


(1) There must be a loss in order to give rise to an application fpr an 
adjustment. 

(2) That notice must be given to the Surveyor (now H.M. Inspector) 
of Taxes within six months after the year of assessment. An application 
in respect of the year ‘1920-21 must, therefore, be made on or before 
5th October, 1921. 

(3) That repayment is made of income tax upon the amount gf the 
loss, limited of course to the amount of tax borne i in respect of the year 
of claim. . 

(4) Where repayment is made, the amount of the loss, or proportion 
thereof upon which repayment is made, is to be omitted from subsequent 
averages. 

Examples of the working of the application for repayment and its 
effects are given below. The year of claim in each case is 1 21, 
and accounts are made up annually to 31st December. 
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Some Typical Examples 


EXAMPLE la— 











31st December, 1917. .  . Profit, £5,000 
7 1918 Se 1 OO 
X 1919... Z Ž6000 
: 1920 . 1 | Loss £3,000 
r 1921. | | Profit, £1,000 
ý 1922 l. n £2000 
Incoms Tax Year. Tax Paid. 
1920-21 5000 + 4000 + 8000 = 5000 @ &s. . . . £1,500 
1921-22 4000 + 8000 = 2000 = 2333 o’ 70 
1922-23 8000 - 20o + 1000 1333 -s: 400 
1923-24 Z300 + 1900 + 2000 i a’ a 
Total tax for four years if no claimis made . F $ 3 . £2,600 


It a claim is made the figures are modified as under— 








EXAMPLE 1b— 
Income Tax Year. Tax Pard. 
1920-21 5000 + 4000 + 6000 = 5000 @ 6s. . . £1,500 
Adjusted Loss for 1920, £3,000 allowed @ 6s. . 900 ` 
£600 
1921-22 1000 + MO tO = 3333 @ 6s. . . . 1,000 
1922-23 = SOM EO 1 as, ww 700 
1923-24 +2 +1000 + 2000 = 1000 ,, 7 : x 300 
Total tax for four yeara if clam is made . . : . + £2,600 


Postponing the Evil Day 

It will be seen that the total amount of tax paid over the four years 
is exactly the seme whether or not the claim is made. The benefit of the 
claim, however, arises from the fact that payment of the tax is deferred. 
The allowance is nothing more nor less than a postponement of the day 
of reckoning, or in other words, the Inland Revenue authorities have 
a device for allowing credit which could not otherwise be given. 

All cases, however, do not work out in the same manner—in some, 
where the claim is made, rather more, in others, rather less tax is paid 
over a given period*than would be paid if no claim was made. 

EXAMPLE 2a— i 


31st December, 1917. . . Profit, £5,000 
À 918. 3... £4,000 
1919. . . 4, £6,000 
$ 1920. . . Loss, £3,000 
z 1921. en ey £2,000 
H 1922. . . Profit, £1,000 


j 1923.. 1, £2,000 
z 4068 s 
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Income Tax Year. *Tax Pard. 
1920-21 5000 + 4000 + 600 L 5000 @ 6s . . . £1,5p0 
1921-22 4000+ 6900 ~ 3000 =2333 , . . . 70 
1922-23 6000. = 2% z= 2000 L 333 Ok 
1923-24 28000 = 700 + 1000 L 1333 Loss 
1924-25 Z200 + 1000 + 2000 _ 333 @ 6s 


Total tax for five years 1f no claim 1s made . 


If claim is made the figures are as under— 
EXAMPLE 2b— 








Income Tax Year. Tax laid. 

1920-21 3000 + 4000 + 6000 =5000 @ 6s. . . £1,500 
Less adjusted Loss for 1920, £3,000 @ 6s. Claim . 900 

1921-22 4000 + 6000 +0 = 3333 @ 6s. . . £1,000 
Adjusted Loss for 1921, £2,000 @ 6s. Claim . 600 

1922-23 sore 40 = 2000 @ 6s. 

1923-24 £04 _+ 1000 = 333 ,, 

1924-25 = 0 + 1000 + 2000 = 1000 


3 3» 
Total tax íor five years if claim is made 


In this case not only is payment of tax deferred, but fhere is a sh 

of £400. The reason for this lies in the fact that for 1923-24 (i 

no claim is made) there is a statutory loss of £1,333 on which therejis no 

recovery and this figure at 6s. in the £ makes the difference of £400. 

Where the loss exceeds the profit assessed, repayment is only allowed 

on the sum assessed, and the balance of the loss can be brough{ into 

subsequent averages. An example will make this clear— 
EXAMPLE 3— 

1920-21 3000 + 40n + 5000 





= 4000 @ 6s.. 
Adjusted Loss for 1920, 5 000. Allow £4,000 @ 6s 


1921-22 AO E ooe = 2667 @ 6s. . 
For 1921-22 it will be seen that £1,000 is brought into the average, that g the 
e 


difference between the loss and the amount upon which the repayment for 1920421 was 
based. 


There still remains to consider the effect which a change in ae 
of income tax will have upon the total tax paid over a period. Assumin. 
the same profits and loss as in Examples 1a and 1b, and that the nie 
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of tax will be 6s. for 1921-22, 7s. for 1922-23, and 8s. for 1923-24, the 
total tax paid will be £2,667 if no claim is made, but if a claim is made 
on the loss sustained in 1920, the total will be £2;817, a difference of £150 
against the taxpayer. If, on the other hand, the rate of tax should go 
down—assume 6s. for 1921-22, 5s. for 1922-23, and 4s. for 1923~-24— 
there would be a difference of £150 in the taxpayer’s favour. 


Benefits of Deferred Payment 


Broadly speaking, then, section 34 merely defers payment of the tax, 
but considering the heavy rate of tax and the present impoverished 
condition of businesses which have just made heavy losses through bad 
trade and shrinkage in value of stocks on hand, a period of credit might 
be useful. At the present time every penny retained in a business is 
valuable and may measure the difference between bankruptcy and a 
happy issue out of present distress. 

In most cases the total tax paid is the same whether or not a claim 
is made. In two cases where a claim is made there is a saving in tax, 
viz., where the rate of tax is reduced and where the loss excluded from 
subsequent averages by reason of the claim is greater than the profits 
of the other two years ageregated with it. In the case where the rate of 
tax is increased, more tax is paid where a claim is made, but probably the 
saving of interest by reason of the extended credit would more than make 
up the loss. 

These last remarks are only broad generalisations. The circumstances 
of each case differ too widely to be dealt with exhaustively in a short - 
article, but enough has probably been indicated to put the taxpayer on the 
alert so that he may make the most he can out of his loss. 
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Why is the costing system a failure? Many business men are asking themselves this 
question just now. Mr. Colesworthy’s article will help them to find an answer. 


Why Some Costing Systems Fail 


By Henry E. Cotesworrny, A.S.A.A. (Hons.) 
Gold Medallist of the Socvety of Incorporated Accountants and Auditgrs 


HEN we hear on all sides the extolling of Costing and $f the 
benefits and economies running in its trail, it may seem inciedible 

that after installation and working for some considerable period}many 
systems fall into disuse and fail. Yet such unfortunately is the dase in 
a large number of small manufacturing businesses which adopted Cpsting 





HENRY E. COLESWORTIY, A.S.A.A. (HONB.) 
under the persuasion of the Ministry of Munitions during the war. When 
they were engaged in the production of articles for supply to the War 
Office, the introduction of Costing was rendered absolutely necessary in 
many cases as a condition of the contract, and the benefit to thd pro- 
prietors must have been well-nigh incalculable. After the Armistice, 
‘when the control had passed, it must be confessed that many of jthese 
small manufactories allowed their Costing to fail utterly. 

Such businesses, however, are not alone in this somewhat-inexplicable 
lapse, for in many cases no attempt to find the “ Cost ”?” was madej until 
after the termination of hostilities, and then it was entered upon on 
account of the widely published advantages which accrued to the bupiness 
men who ran a sound system’successfully during the war. Many failures 
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are to be found among these post-war enthusiasts. With great fervour 
and enthusiasm the example set during the period of the war was followed 
in the great revival of the early months of 1919. Costing offices sprang 
up with mushroom-like growth, and the “ Cost Accountant ’”’ in the 
tiniest works became a great panjandrum. In nine cases out of ten 
the benefits reaped were, and still are, immeasurable. But what of the 
tenth? Why could Costing prove a brilliant success in most businesses 
and yet a lamentable failure in others ? 

In some cases the failure is freely admitted and no attempt is made 
to remedy the defects, simple though they may be. This occurs in cases 
in which the Costing records have already been relegated to oblivion 
and the system has been allowed to fall into absolute disuse. In other 
_ cases, however, the failure is not complete; the system is still in use, 
slowly dragging along; the Costing machinery is listless, rusty, and in 
need of the oil of enthusiasm. The work will be carried on by reason of 
a feeling of moral obligation, but it produces no benefit, and eventually, 
alas, it must come to an end. It is in connection with these moribund 
systems that the following remarks are concerned. 


The Personal Flaw 


Upon analysis of the various excuses for the failure of Costing in 
certain instances it will be found that the chief faults are either personal 
flaws or flaws of the system itself. Of these two, the former is probably 
the most common, and may be said to be due to lack of enthusiasm on 
the part of the management, the workers, or both. The worker will 
offer no excuse, and indeed he will not trouble to excuse himself, unless 
he has some interest, however slight, in the little extra work entailed, 
whether he be a storekeeper or a shop-hand. 

The management, however, will offer many excuses, the most usual of 
which are as follows: Firstly, the successful running of the Costing 
is a very expensive item. The proprietor regards the introduction of 
any oncost as a fly in the ointment, and the existence of cost clerks in 
his works worries him far more than would the introduction of a super- 
fluous working analyst, yet both perform the same type of work in their 
own spheres, viz., analysis. The second excuse advanced is that the 
technicality of a certain business does not lend itself to a Costing system. 
This is, of cqurse, æ quite erroneous impression, and is no doubt fostered 
by reason of the fact that in the particular instance in which it exists 
an attempt has been made to fit the technicality of the business to a 
Costing system instead of a Costing system to the technicality. Instead 
of using the pliability of Costing, an attempt has been made to bend the 
business. A third excuse advanced is that Cost systems are not suffi- 
ciently elastic to allow of departure in cases of emergency. This fault 
is quite an imaginary one, and can only be the result of an inefficient 
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system, for the correct system is not only pliable but, in addition, is 
able to cope with many unforeseen contingencies. It often Happens, 
of course, that competition in the market calls for a departure from 
quotations suggested by the Costing, but the efficient system hag already 
provided for such events. 


Lack of Enthusiasm 
To be really successful, Costing must be aided by the h 


and in the end it would almost result in the business running 
office instead of the latter assisting to run the business. 

The worker will be found the hardest subject in whom tp instil 
enthusiasm, but such aids as the introduction of a bonus jystem, 
preferably on the lines of the “ Barr and Stroud,” or the “ Priestman ” 
method, will have their effect. The worker must have the facts} before 
him, and a clear explanation of his part in the Costing will bp most 
‘efficacious. The distribution of such leaflets as the recently intrpduced 
“ Pay-Day Talks ” will have a beneficial effect. 

The technical staff and the foremen must be interested also. | They 
should have the benefits of the system explained to them, and jn this 
connection occasional lectures and the display of graphs of the various 
shops’ output will assist. Friendly rivalry between departments should 
be encouraged. 

The Costing personnel must never be allowed to be listless, and the 
best safeguard against this danger is to give their sphere a defined oùtline. 
If the size of the business calls for such a course, there should be a separate 
Costing office, and its members should have their qwn chief, he in turn 
being held responsible only to the chief accountant and‘not to fevery 
subordinate in the counting house. The Costing office will then/feel a 
definite responsibility and will endeavour to preserve its separate existence 
by conscientious work. 

Whenever the failure of a Costing system can be traced to the p¢rsonal 
flaw, it will usually be found to be attributable to the neglect of bne or 
other of these incentives. 
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The Defects of the System 


No matter how successful the instilling of enthusiasm into the per- 
sonnel may be, a system may and often does fail on account of its own 
inherent defects. Everyone may be primed to carry out to the letter 
their own particular duties to the Costing, but if the latter does not 
respond to the efforts of the management or the worker then sooner 
or later it will fatl to interest, and after a tedious period of listlessness 
it will fall into abeyance. 


Too Elaborate Systems 


A Costing system sometimes fails to produce results by reason of its 
intricacies. The ideal method is seldom installed suddenly. It is intro- 
duced gradually. The business is studied carefully and a complete and 
efficient Costing system is slowly built up to meet the requirements ot 
the business. The analysis of Prime Cost is catered for at once, and this 
will probably call for reorganisation of Issue and Receipt of Stores and 
the adoption of Time Recording by means of time sheets revised to fit 
the system and the work. Attention is then paid to Oncost and the 
Prime Records of the cost of production and selling completed. Elabora- 
tions should be introduced gradually, until a complete system, including 
Viewing Records for Piecework, Statistical Records of Output, better 
Requisitions, Depreciation Schedules of Machines, Quotation Files, 
Circulating Tool Slips, and the hundred and one adjuncts of costing, 
each of which will be framed to meet the individual requirements of 
the business. 


Over- Application of Theory 


Costing must necessarily be based on a theoretical system, but the 
over-application of theory is as fatal as the mis-application of practice. 
It usually accompanies the attempt to elaborate at once, and is a 
common cause of failure. The application of double-entry, for instance, 
may easily be overworked, and the double-entry fiend is often responsible 
for the shelving of an otherwise fairly workable system. On the other 
hand, the Costing office may safely be required to be self-reliant and to 
balance its own records fairly accurately, but reference to the counting 
house is preferable to maintaining in the Costing office exact duplicates 
of books already in tise in the counting house. 


Misapplication of Theory 
Misapplied theory is perhaps the most common of all defects of the 
system. It is a fault often met with, though its existence is sometimes 
not realised by those upon whom it has been foisted. It arises from 
an endeavour to carry out what amounts to “ fitting the business to the 
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system.” Reference has already been made to this fatal error, but an 
example will serve to show the unfortunate effects such a co will 
have upon any attempts, however strenuous they may be, to work the 
unsuitable system. Its ultimate result will be clearer if a contrast is 
drawn between two actual cases, the one efficient, the other a failure. 

A certain engineering firm in the West of England had been induced 
to install a “ ready-made” and “ready-to-use ” Costing system|by an 
‘Organisation Expert.” The installation was carried out at onge, and 


to as the “ X Y Z Outfit.” All the rulings were from stock, and from 
the Stores Received Book to the Bin Cards were admirable. Theloutfit 
included excellent Cost Journals, Ledger, Stores In and Out Triplicates, 


containing (1) Workmen’s History, (2) Shop’s Output on Monthly Graph 
Cards, and a miscellaneous set relating to such matters as Spoilt Work. 


carried by the business. In short, the system fitted the business 
exactly, and no one had cause for complaint or ground for wishing to 
carry out drastic alterations to the “ ready-to-use ” outfit. 


had been taken up with real zest; no time had been lost in its intro- 
duction, and both the proprietor and the secretary, upon the lattdr of 


hard to make the Costing go. Unfortunately, however, the expected 
results were not attained. Although the records were accurately Kept, 
it seemed impossible to arrive at the exact information and analysi¢ for 


confectionery essences, sugars, and isinglass to the ‘“‘ ready-to-Mse”’ 
Bin Cards, which acted so admirably for the engineer, may wall be 
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imagined, and his records in the Contracts Ledger, so admirably adapted 
for Terminal Costing, were almost farcical. The business had been 
fitted to the system with a vengeance. The enthusiasm of the gentleman 
who sold the system found a partner in the optimism of the chemist. 
In the words of Mr. Harvey Preen, in his little volume on Re-organssation 
and Costing: “‘ There is no such thing as a system universally applicable 
to all businesses—or even to yours and to that of the man in the same 
trade next door, and a peregrinating stationer seeking to sell so-called 
cost and card systems may be defined as a Card-sharper |” 

It is perhaps lamentable that so many attempts at Costing should 
fail by reason of such disappointment. It is by no means an uncommon 
experience, and it will continue to arise until the manufacturers of 
ready-made Costing systems realise that what serves one business may 
be fitted for that business and no other in the kingdom. The system 
must be the elastic factor; the work of the factory, the divisions of the 
departmental store, the processes of the chemical manufacturer and 
bleacher, and the varying units of operation of the provider of services, 
e.g. the tramway company and the gas and electricity undertaking 
cannot be forced into a pre-arranged Costing system. They must each 
be considered critically by the accountant and the technical adviser, and 
the cost office must be opened with only those records suited to par- 
ticular requirements, calculated to present in proper form, and by the 
least elaborate method, the results of the analysis for which they have 
been expressly designed. 





Working Men and Management 


Wee it be palatable or not, there can be no denying that the time has 
long gone by when large bodies of working men can be expected to throw 
the best of themselves into their work unless they are allowed to take an intelligent 
interest in what is going on. The admission of representative workers to a share 
in management presents practical difficulties that it would be foolish to ignore. 
Administrative capacity is, to a larger extent than many suppose, the result of . 
training and experience. Yet there are many matters in the conduct of business 
on which the advice and assistance of the workers can be of considerable value. 
If the ideal relationship existed, the employer would be able to take his workers 
into his confidence and explain to them the economic position of their mutual 
enterprise without engendering suspicion that his statements were presented with 
the ulterior motive of benefiting himself—The Times. 
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What is the relationship of Capital invesiment io Production? This Lion for 
Industry can be solved by Mr. Ainsworth’s new method of profit compuiiion, 


‘The Question of the Hour in Ind 


By- WILFRED AINSWORTE, A.O.I.8., A.O.W.A. 







In this striking article the author, an experienced Cost Accountant, outlines an 
original method of capital charge calculation of the greatest interest and utility. 






prinaple of a standard percentage return on capital in the adjustment of § 
ent business men have publicly supported this principle, and there is no [doubt 
that, if generally accepted, it would have a tremendously beneficial effect upon the 
future relations of Capital and Labour. 









larger type of organisation, and its counter has found expression, 4 
extremes, in two widely differing forms. The first is monopoly, 


costing systems, and a striving after costs reduction which a di 
buyer demands through the aid of a choice to buy. 


Ratio of Capital and Competition 


the more the small competitor is eliminated by sheer financial inapility, 
the less wild is competition and the greater the possibility of a fair |price. 
All production divides at one point or another along these lines.| The 
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clothing industry, the cabinet-making industry, the textile industry, will 
always present an avenue for the encroachment of smaller competition 
if the larger factories fail to utilise their opportunities for increased 
efficiency and corresponding production costs. The case of the larger 
engineering concerns, locomotives, armaments, rolling stock manufacture, 
comes within the second category. Capital and production requirements 
necessarily limit their number, their organisation presents a medium for 
mutual price understanding which they have been quick to appreciate, 
and competition for them comes not so much from within the country 
as from without. If the general level of efficiency, measured by relative 
costs to the nature of production, is such as to preclude foreign competi- 
tion, the great home firms occupy a position amounting almost to 
monopoly. This general level of efficiency, this justification of price to 
product, is a combination of working cost and capital remuneration. 
The wages factor, the capital factor, and the factor of efficiency, supreme 
elements in present-day production, remain the question of the hour in 
industry. 

Why the factor of capital? Because it occupies a vital place. Not 
merely capital in the hands of and at the unfettered disposal of large 
holders, but capital which is attracted from a multitude of smaller sources, 
and the degree and extent of which attraction depends on the possibility 
that a particular organisation in a particular industry offers. The greater 
the capital requirements of a company, and the more the number of its 
shareholders, the higher is the proportion of capital subscribed on 
investment merit alone. This is more than ever the outlook for company 
finance. The smaller or private company, with its return to a shareholder 
calculated not merely on its dividend return but also on remuneration 
for services rendered, is tending to give way to the larger public which 
subscribes for investment, the final influence of which is profits, and the 
standing that consistency of profit distribution implies. 


The Changing Nature of Profit in Industry 


Of all the elements comprising price, profit is probably the most 
highly appreciated and the least understood. Its nature, in higher 
industry at least, is changing from a highly fluctuating basis, almost 
irrespective of cost value, to a more definite factor in production; it 
represents not so much the margin between working costs and selling 
price as working co8t plus the average level of capital remuneration 
sufficient to attract investment to industry and make production possible. 
In questions therefore of labour remuneration, capital remuneration, 
and their general relationship to efficiency of selling price in the world’s 
markets, it seems that the question of capital return will require detailed 
and analytical treatment with a striving for efficiency of application 
equal to that of labour. 
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Modern Theories Against Flat Basis of Profit 
Computation 


The present method of fixing profits, a flat percentage on total} cost 
almost universally in use, is a method that has evolved based on atual 
experience over average production. It is a method that originatdd at 
a time when labour was pre-eminently the determining factor in prqduc- 
tion costs, when widely varying operations on differing classes of 
machinery had not reached the stage of to-day, and its greatest advantage 
was that of simplicity. Simplicity, however, that now has one great 
reservation ; all present-day theories as to the inclusion of intere$t in 
working costs, with their inconsistent and highly contentious arguments, 
represent a desire to acknowledge the varying extent in which capital 
enters into production, to get away from a flat basis, and to arrive with 
greater accuracy at a method of profit adjustment which is felt to more 
closely represent the true facts. 


Problems of Capital Adjustment 


There is not merely the question of a true reflection of capital chauges, 
there is the question of capital efficiency. Expenditure on goodwill fand 
kindred accounts can only be justified by the real economies they offer 
to distribution; large reserves, on the contrary, employed im a 
business may conceal a lowering of return on employed capital, over 
capitalisation of assets on the flotation of a company, idle or unpro- 
ductive expenditure, all mean a ratio of charge which cannot] be 
defended in competition, and the records of many ‘‘ boom’”’ flotations 
in the next few months will probably bear eloquent witness to these 
financial errors. 


Drags on Capital Efficiency 


It will be noticed, from the figures given overleaf, which are of coprse 
put forward as illustrative of effect, that the question of depreciation plays 
anaimportant part in over-capitalisation. Similarly the extent to which 
the asset of patents, trade marks, and goodwill exceeds its real value, 
and the extent to which freehold, machinery, and tools is not at its fost 
fully remunerative, are important factors of capital efficiency, leading to 
a drag on financial operations which has to be often met by a drdstic 
reduction of capital. 

In the conversations that are bound to take Hace between capital 
and labour to determine the ultimate selling price of production, |dis- 
cussion will resolve itself into three channels. The first is efficiqncy 
of labour as measured by labour unit costs of production, the second is 
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~ The following shows the effect of inflation of capital— 


X Y Z CO, LIMITED. 
BALANCE SHEETS AB AT .ossssessosesseeso TEPE 









Nominal Capital— £ 
300,000 8% Cumu- 
lative Preferred 
Shares of £1 each | 300,000 300,000 
200,000 Ordinary 
Shares of £l each | 200,000 200,000 


500,000 | 500,000 
Issued and Paid-up 
Cabi 


apital— 
300,000 8% Cumu- 
lative Preference 7 
Shares of £1 each} 300,000 | 300,000 


200,000 Ordiną: 
Shares of {1 each 200,000 200,000 
500,000 








500,000 
8% First Mortgage 
Debentures . .| 145,000 | 300,000 
Creditors . . .| 80,000 80,000 








£725,000 | £880,000 















Before 
R tHon| Reconstruction 
Patents, Trade £ £ 

Marks, and 

Goodwill 40,000 80,000 
Freehold Land and 

Buildings . 40,000 60,000 
Plant, Machinery, 

and Fixtures .| 40,000 100,000 
Special and Stand- 

ard Tools, Pat- 

terns, etc. . .| 35,000 70,000 
Work in Progress, 

Stock, etc. . .| 420,000 420,000 
Debtors . .| 180,000 130,000 
Cash at Bank and 

on Hand. . .| 20,000 20,000 































Before After 
Reconstruction | Reconstruction 
Value of Output over Year £1,800,000 £1,600,000 
Composed of— 
Wages (Direct and oe A 470,000 470,000 
Salaries f F 80,000 80,000 
Materials 910,000 910,000 
35,000 35,000 
Depreciation A $ R 12,500 25,000 
Capital Charges 10% 3 A . 84,500 80,000 
Surplus A x 5 A 28,000 a 
Cees ie ee) A eee eee ae 
£1,600,000 1,600,000 
Eee eens 
Before After 
Reconstruction | Reconstruction ~ 
Amount Available for Distribution £92,500 £80,000 
Amount absorbéd by Preference Capi- 
tal and Debenture SPa viz.— 
Debentures . å 11,600 24,000 
Preference Shares 2 r 3 24,000 24,000 
Amount available for Ordinary Share- 
holders ” p n $ . 56,900 32,000 
Equals— 28:5% 16% 








Note.—The effect of income 
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The Question of the Hour in I, sey 
efficiency of management, as measured by the extent to which adminis- 
trative expenditure justifies its cost, and the third is efficiency of dapital 
as measured by the relation of capital investment to production. 
x b $ 


The Vital Question 

What is the relationship of Capital Investment to Production ? 
Capital varies in the degree to which it is laid out in production jn the 
following ways— 








1. Rate of progress of manufactures through the shops. 


2. The degree in which capital may be laid out towards the begi 
or towards the end of any particular manufacture. 


3. The degree in which such assets as plant and machinery are utili 


4. Date of cash settlement and consequent return of liquid 
to the business. 


Weakness of Present Method of Computing Profit 


It is clear that the present method of profit computation takes no 
account of these varied factors. It provides no medium of accitrate 


a definite item of price in lieu of profit on estimated costs, will lo 
impetus in most trades when a manufacturer finds he has no r 
accurate knowledge of the relationship of profits on any particular jpro- 
duction to his capital, and Labour, in the absence of detailed as aga 
general figures, becomes frankly suspicious. 

The writer, when investigating the question of interest in relation 
to working costs, originated a completely new method of profit computation 
which takes full account of all factors. 


A New Method of Adjusting Capital Charges 


Examination of production revealed this important fact. Capital 
entering into or available for entering into manufacture, both direptly 
in materials, wages, and expenses, and indirectly in plant, tools, and ofber 
fixed assets, can be separated from remaining capital and so adjusted 
to any rate of return desired on subscribed capital that charges 
from such desired return are capable of reasonably easy calculation on 
an interest basis reflecting fully the effects of the whole of the capital 
of the Company entering into such production. 
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The following is illustrative— 


THE EFFICIENCY MANUFACTURING CO., LTD. 
BALANCE SHEET AS AT 30TH JUNE, 1921. 





Liabilities. 


Nominal Captial— 
100,000 8% Cumulative Pre- 
ferred Shares of {1 each . 


200,000 Ordinary Shares of £1 


each 


Issued and Paid-up Caprtal— 
100,000 8% Cumulative Pre- 
ferred Shares of £1 each, 


180,000 "Or Go aes Shares of a 
each, fully paid . 


© Sundry Creditors . 
Unclaimed Dividends 
Reserve Fund : 
Proft and Loss Afc 








Assets. 


Goodwill 

Freehold Property, ` Plant and 
Machinery, etc. . 

Stori ot Raw Materials, Stores, 


Work in Progress 
Sundry Debtors . 
Cash at Bank and on Hand 


The actual active capital available is— 


Preference Share Capital 


Ordinary Share Capıtal 
Unclamed Dividends 
Reserve Fund 


Deduct— 
Goodwill 


Average amount of Stores, etc., contin- 


ually on hand . 


Average amount of cash required cn 


balance at Bank 


Composed as follows— 


Freehold Property, Plant and Machines: 


etc, 


Work in progress ‘and Stocks 


Less average Stock 


. «£100,000 


£30,000 
14,000 


5,000 
—_—— 49,000 


£236,050 





£143,500 
14,000 
129,500 


Less proportion of material, etc , on credit 34,000 


Add work charged out but payment not 


received 


95,500 
33,500 


129,000 


Cash available over and above balance of 
£5,000 at Bank (after deducting profit) 


£ 
30,000 


106,500 


13,500 
130,000 
33,500 
32,000 


=a 
£345,500 
em E ee 





£106,500 ~œ 


550 


£236,050 
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Fluctuation of Active Capital: New Idea in Costing 
The whole of the above active capital fluctuates considerably in 

the nature of its investment over the course of a trading year. 

in progress turns to debtors, debtors turn to cash, cash completd 
















provided the average stores and the average balance of cash at 
(after making allowance for increases due to gene ie over 


of cash accruing from the reduction of sundry debtors takes place br 
in two directions: firstly, expenditure on the weekly pay day for y 
and salaries, and, secondly, expenditure on a monthly settling da 


addition of an appropriate proportion of the percentage applicati« 
fixed assets, will be equal in total to a similar percentage applied ove 


ee in mind the two main influences of change, weekly in the cq 
wages and salaries, and monthly in the case of materials and expg 

The basis of the principle here explained is put forward brop 
Cases readily spring to mind where cash outlay forms an exception to 
what has been stated above. Such cases may require individual treatipent. 
On the other hand, the margin of error may be so relatively small as to be 
negligible. Each case must be judged entirely on individual merit} and 
in dealing with such cases the full effect of the principle set out above 
must be thoroughly understood. 


Its Practical Application Illustrated 

Modern Costing offers easy facilities for the practical application 
of these percentages on an interest basis. The cost summary mugt be 
arganged so that the differing elements entering into cost are summahi 
as follows— 








7 













Element of Cost. Summarised in Capit®l Charges Commence 
Materials (Direct) Monthly Totals 
settlement 
Wages (Direct) . é .| Weekly Totals On date of payment 
Indirect Expenses— 
Materials, Wages, Dis- 
bursements, etc. . Weekly allocation Totals On date of wages payment 
i sean charges on Fixed 
Depreciation, 
se i 5 . : Do. No further charges 
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The summary itself would take the following form— 


















































— 
| Direct. Indarect.? Capital Capital Total Depre- 
Week oa Total. Charges pi on; Capital caton, 
Ended. Matenal Wages Materials for Week. Plant, etc. | Charges. ete. 
i z and Wages. 
HEET £24) £ nd) £ nal gaal gan al Lana fad 
= is 100 - -| so - -|350 - -| 6 -| 210 -| 216 -| 210- 
—3 — 50 =- - 23 - -| 25 ~ - 9 -= 19 ~ 118 - 115 - 
—4 — 100 - -| 50 — -| 375 - - 15 -| 217 8| 312 6| 214 - 
—s — 75 - -| 3710 -| 487 ~ - 19 6} 114 6] 24 -| 112 - 
—6 — 75 - -| 3710 -| eo ~- -İİ 14 -]} 115 -| 218 -| 118 - 
—7 700 - ~| 100 ~ -| 50 - -|1450 - -|| 218 -| 210 -| 58-| 27 = 
—8 — 23 - - 12 10 -|1,487 ~- - 219 6 — 219 6 — 
700 ~ ~| -525 — ~|°26210 —ļ4,745 - - su -|28 22 7 -| 1218 - 
SUMMARY. Capital Charges to— 
s. d. 
Completion of Work 7 - 
Direct Materials Payment Š . 48 - 
Direct Wages 
Indirect— 36 15 - 
Materials and Wages s 
iation . . Excess of Selling 
Price over Cost . 49 14 - 
TLL RDO LOE 








Particular attention has to be directed to the treatment of Indirect 
Expenses or Oncost. It is necessary to divide the elements of these 
into two classes, although each class follows the usual method of alloca- 
tion. Materials, Wages, and Disbursements composing the first class, 
being current expenditure, must be aggregated for the purpose of cal- 
culating capital charges. The other factor of expense, such as Depre- 
ciation, is one that does not require a capital charge calculation, as it is” 
a retention and not an expenditure of cash. 

In introducing this method to a wider circle of readers, the writer 
concedes, and, in fact, recommends, that the closest approximation is the 
only practical way. Once the underlying principles are understood, the 
margin of error involved in modifications of theory can be calculated. 
For example, in the treatment of Indirect Expenses set out above, no 
allowance is made for the effect of credit which is entering into materials 
and disbursements. The truth is that in most cases the resultant margin 
of error is so comparatively slight that it is really not worth while to‘go 
to any extra trouble. 


A Standard Percentage Return on Capital 

Any conflict of thought on the method here put forward is likely to 
devolve not, as in the case of interest on capital, on the theory involved, 
but on its practical application. The method of fixing the percentage 
rate, and introducing the system, will undoubtedly call for sound 


1 To simplify the illustration, administrative oncost is presumed to be included in 
indirect expenses above. 
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accounting knowledge, as a setting of a standard on subscri 
paid-up capital is recommended. 

In the preceding balance sheet example, a standard of 15 per cent 
on Ordinary Share Capital is suggested, giving an annual standard ¢apital 
charge as follows— 





Preference Shares: £100,000 at 8% . 7 ‘ : 8,000 
Ordinary Shares: £180,000 at 15% a ed 7,000 
Total. . . . £35,000 
Relationship of £35,000 to £236,050 Active Capital equals 14-9% 
Standard Percentage. 


Modification of the capital charge system, as against its applitation 
to detailed production, can take place in two main directions. THe first 
is, the application of a system on a departmental basis to show standard 
charges, working in conjunction with a flat percentage level over general 
production in that department to yield such standard, and the second 
is the periodic application to details of process or standardized production 
to check the ratio of profit. 


Checking the Wages of Capital 

The calculation of profits accruing to capital expended, whilst offering 
accuracy of knowledge as to the percentage share which the tiading 
profit of any particular contract will bear to the capital sunk fin its 
production, gives an invaluable basis for statistical information in relation 
to waste of capital, whether through idleness or ineffectiveness. ln the 
preceding pages it has been sought to show that because of the evolution 
of the modern company the nature of capital attraction is such {hat a 
return on investment must be regarded not so much as profit but as a 
factor of price requiring systematic treatment. The ultimate pyice of 
production is governed to a very great extent, however, by market 
conditions operating in conjunction with the general level at which ajtrade 
considers it policy to accept orders, and the margin between cost and 
price is essentially one of fluctuation. 

Capital, therefore, can never enjoy the fixed remunerative conditions 
ofdabour, and the ratio of return accruing to capital must accordingly 







Because of this the “ Standard Percentage Return ” has been sug; 


providing a medium of comparing profit earnings when réckoned| with 
actual price. 


Advantages of the New System 
Apart, however, from the actual relationship of profits, the follbwing 
invaluable information can be readily brought into its proper perspective— 
1. Heavy capital expenditure not justified by its relationship to 
revenue. 
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2. The importance of carrying the minimum of stock and stores. 

3. Effect of insufficient work for machinery. 

4, What lines are relatively more remunerative. 

5. Effect of delaying work in progress through shops. 

As a justification of capital against the demands of labour, the method 
set out here will demand increasing attention. A fair remunerative 
price for both on actual and incontrovertible figures should go far towards 
smoothing the road of industrial peace. It may be stated that a more 
settled guarantee of capital remuneration by the reduction of wages will 
take away the incentive to efficiency by guaranteeing profits, but the 
writer cannot subscribe to this view. In the settlement of wages, trade 
by trade, there is no guarantee of profits to any particular company. 
Labour is bound to demand its settlement on figures showing high working 
efficiency both of capital and labour. It may as well demand that settle- 
ment on figures supporting reason rather than on a blind seeking for a 
wages level which will kill alike capital, profits, and production. 





Is Compulsory Arbitration Practicable ? 


x I AGREE with Mr. Clynes that arbitration is the only reasonable method of 
settling industnal disputes after negotiations between the two sides have 
broken down. But in the present condition of society I do not believe that com- 
pulsory arbitration is practicable, for the simple reason that no machinery exists 
for enforcang an award. The most that can be done at present is to require that 
every dispute shall be investigated by a tribunal, whose findings should be published. 
“Let us co-operate to make wages as high as possible—consistently with our 
command of foreign markets. Labour and Capital must work out together what 
these wages can be. All the cards must be placed on the table; it must be a fair 
deal; the proceeds of industry must be fairly distnbuted. If after discussion tH®we 
is a difference of opinion as to the wages that an industry can afford, let the point be 
submitted to arbitration, which, as Mr. Clynes says, is the way ın which rational 

beings should settle their disputes. . 

_ ‘At present we are sliding rapidly down the slippery incline to industrial disaster, 
involving unemployment on a scale never before expenenced. Prompt and united 
action alone can save us and restore to us our old industrial pre-eminence ”— 
Mr. W. L. Hicuens, Chairman of Messrs. Cammel, Laird & Co., ın the Pah Mail 
Gazette. 



















“ It is sometimes erroneously supposed that a chairman has no ordinary vote only 
a coasting vote.” 





The Chairman’s Art 


By ALBERT OREW, Barrister-at- Law 
Author of “The Conduct of and Procedure at Publio 
and Company Meetings.” 


I] —The Appointment of Chairman : His Positior 
at Common Law 


Constitution of a Meeting of a Company 
A MEETING of a limited company or a board of director. 


is present. A chairman is an integral part of a meeting, withou him 
a meeting is practically impossible. It has been said that an 
Parliament may do anything, except turn a man into a woman, 


important vowel, and her position was thereupon intentionally co: 
with that of the charwoman—but, in fact, there are no ch 
nowadays—they are merely charladies. 

To solve this peculiar difficulty resource was had to describi 
as (say) Miss or Mrs. Featherstonehaugh-Smith, as “in the chai 
some such equivalent, and she was thereupon ungallantly addressqd by 
the speakers—-as is done to the less sensitive sex who occupies |that 
position—as the “Chair,” in which description she scented ridicule. 

The problem seems to have been solved by the general practite of 
boldly annexing the title of the mere man chairman, and henceforth she 
asserts and claims to be “ Mr. Chairman ’’’—and so let it be. 


The Proper Person must be in the Chair 


It is not sufficient that there should be a chaieman, but that the 
person, whoever he or she may be, must be the proper person, 
proper person but the proper person, as defined by the Articl 
Association, or Table A if there are no Articles of Association. 

An appointment of a chairman made in contravention of the 
is void, and is not regularized by mere acquiescence of a meeting, 
consequently resolutions carried by the casting vote of such a chai 
are inoperative (Clark v. Workman, 1920, 1 I.R. 107). 
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The Chairman of the Directors is usually the Chairman 
of the Company 

Provisions in the Articles as regards the appo of a chairman 
are usually in the following terms— 

1. Chairman of the Board. The directors may elect a chairman of 
their meetings and determine the period for which he is to hold office ; 
but if no such chairman is elected, or if at any meeting the chairman is 
not present at the time appointed for holding the same, the directors 
present shall choose some one of their number to be chairman of such 
meeting. [Sometimes the first chairman is specified by name so as to 
avoid discussion at the first meeting.] 

2. The Chairman of General Meetings. The chairman of the directors 
shall be entitled to take the chair of every general meeting, or, if there 
be no such chairman, or if at any meeting he shall not be present within 
fifteen minutes after the time appointed for holding such meeting, the 
members present shall choose another director as chairman, and, if no 
director be present, or if all the directors present decline to take the chair, 
then the members present shall choose one of their number to be chairman. 

If there are no regulations as to the appointment of a chairman, 
S. 67 of the Companies (Consolidation) Act, 1908 (hereinafter referred to 
as the Act of 1908) provides: “In default of, and subject to, any 
regulations in the Articles ... any person elected by the members 
present at a meeting may be chairman thereof.” 


Appointment of Chairman in Winding-up 

S. 219 of the Act of 1908 provides that when the Court is authorised 
in relation to winding-up, to have regard to the wishes of creditors or 
contributories, as proved to it by any sufficient evidence, the Court may, 
if it thinks fit for the purposes of ascertaining those wishes, direct 
meetings of the creditors and contributories to be called, held and 
conducted in such manner as the Court directs, and may appoint a 
person to act as chairman of any such meeting and to report the result 
thereof to the Court. And Rule 127 of the Companies (Winding-up) 
Rules provides that where a meeting is summoned by the official receiver 
or the liquidator, he, or someone nominated by him, shall be chairnfan 
of the meeting. At every other meeting of creditors and contributories 
the chairman shall, be such person as the meeting by resolution shall 
appoint. Tlfere is no provision for the appointment of a chairman of a 
committee, but it is usual for the official receiver or liquidator to attend the 
meetings and preside ; in his absence the meeting appoints its own chairman. 
A Chairman must usually be a Shareholder 

Usually only shareholders are entitled to be present at a general 
meeting of a company, and in the absence or unwillingness to act of the 
chairman of the board of directors or other directors (if the common form 
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of Articles is adopted) the members present may choose one of their 
number to be chairman. 

S. 68 of the Act of 1908, however, provides that a company w ich is 
a member of another company may, by resolution of the tors, 
authorise any of its officials or any other person to act as its represen- 
tative at any meeting of that other company, and the person so authorised 
shall be entitled to exercise the same powers on behalf of the company 
which he represents as if he were an individual shareholder of thai other 
company. And in re Kelantan Coconut Estates Limited and Retluced, 
1920, W.N. 274, it was held that such a representative could form part 
of a quorum and would satisfy the Articles of a company which prd¢vided 
that two members personally present shall be a quorum. In|these 
circumstances a person who is not himself a shareholder may thus be 
present at a general meeting and may conceivably be elected chai 
But the words “ company ” and “ corporation ” are not interchan 
The word “‘company’’ has that meaning provided by S. 285, yiz., a 








meeting of the company, and in consequence is not entitled to be elected 
chairman (Blasr Open Hearth Furnace Co. v. Reigart, 1913, 108 L.T. 


A Chairman has no fixity of tenure of his Office 


time to substitute another chairman (Foster v. Foster, I. 916, 1 Ch. 


The Chairman’s position at Common Law 
A chairman’s powers and duties are governed by commo 


fie chairman’s primary duties and functions are— 
1. To preserve order; and 


to any question which is properly before the meeting. ee 
National Dwellings Society v. Sykes, 1894, 3 Ch. 159.) 

In R. v. D'Oyly, 12 A. & E., at p. 159, Denman, C.J., said: 
on him (the chairman) that it devolves both to preserve order 
meeting and to regulate the proceedings so as to give all persons entitled 
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a reasonable opportunity of voting. He is to do the acts necessary for 
these purposes on his own responsibility, and subject to the being called 
upon to answer for his conduct if he has done anything improperly.” 
And James, V.C., in Wandsworth Gas Light Co. v. Wright, 1870, 22 L.T., 
p. 405, said that in the absence of express provisions in the regulations, 
the details of the proceedings must be regulated by the persons present 
and by the chairman, and if his decision is quarrelled with it must be 
regulated by the majority of those present. - 

“There is not, as far as I know,” says Jervis, C.J., in Taylor v. 
Nesfield (Wills on Vestrtes, p. 29n), “ any case which has ever arisen to 
guide us in deciding how far the powers of a chairman extend... 
Meetings must be regulated somehow; and where a number of persons 
assemble and put a man in the chair they devolve on him, by agreement, 
the conduct of that body. They attorn to him, as it were, and give hi 
the whole power of regulating themselves individually. This is within 
reasonable bounds. The chairman collects, as it were, his authority 
from the meeting.” The chairman’s chief duty is to conduct a meeting 
in such an orderly way that its opinion may be obtained on any matter 
which is properly before it. He has no right to adjourn a meeting at 
common law without its consent. “In my opinion the power which has 
been contended for is not within the scope of the authority of the chair- 
man—namely, to stop the meeting at his own will and pleasure ” (Chitty, 
J., in National Dwellings Soctety v. Sykes (supra)). The chairman has 
no casting vote at common law. “ To give him this power it must be 
expressly provided for in the Articles—as it is usually.” ‘“‘ When, as the 
result of the chairman giving his vote, the numbers on either side become 
exactly equal, the common law appears to have provided no way out 
of the difficulty’ (Nell v. Longbottom, 1894, 1 Q.B., p. 771). 

It is sometimes erroneously supposed that a chairman has no ordinary 
vote but only a casting vote, and then only if it has been expressly given 
to him. A chairman must be a member of the company, and therefore 
has a vote which at general meetings of the company he may use as he 
pleases. But in order to preserve impartiality, which is the proper 
arm and buckler of the chairman, he sometimes refuses to exercise it. 
He even refuses at times to exercise his casting vote when conferred 0 
him, for the same reason, and adopts the useful practice of the House of 
Lords, where, when an equality of votes is recorded, the motion is deemed 
to be not carried, i.e. in effect negatived. Much can be said for adoption 
of this plan; it preserves the chairman’s impartiality, it prevents him 
taking a partisan attitude on a matter which at least half the meeting 
is opposed to, and he is shouldering a great responsibility which he 
should generally leave to the meeting. It should be remembered, of 
course, a casting vote is the vote that turns the scale, and can only be 
used when there is an equality of votes. 
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Give the young men in your business an opportunity for self-expression. It pays to 
encourage ability. Read how Lever Brothers train their future managers. 





Making the Business Man of 
the Future 


By J. Knox, M.A. 
Head of the Education Department, Lever Bros., Ltd, Port Sunlight. 


wo of the unrest and discontent in young men’s minds to-day, 
and much also of their lack of real interest in business, are due to 
the fact that in so many business houses there is no main highway to 
merited promotion. Executive positions at the top are so frequently 





J. KNOX, M.A. 


bestowed on “ outsiders ” that the genial sun of success seems to pene- 
amie but little on the striving and struggling majority who toil below. 
Now a business that is going to develop on sound and permanent lines 
must grow, like a living organism, from within, and it will readily be 
granted that a staff which seems to be shut off from the highest positions 
must become stale, impervious to new ideas, antagonistic to any change 
which would demand thought and vital energy, and therefore less, 
instead of more, valuable to the business the longer it remains there. 
It would seem to be axiomatic, both from the employer’s and the 
employee’s point of view, that steps should be taken to discover, 
encourage, train, and reward talent so that a business may grow in 
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strength from within, and that it may also provide a sure career to him 
who will discipline and school himself for his work. 

Business men, both abroad and at home, often say that they do not 
know where to turn for men with executive talents and capacity. It 
is alleged, indeed, that business is weighed down by stolid incompetence 
and by indifference and lack of interest. And to a detached spectator 
there does seem to be something melancholy in the reflection that blind 
and faithful fulfilment of an allotted task for ten or twenty years often. 
seems to atrophy all flexibility of mind and to bank down the youthful 
fires of ambition and the consciousness of resource and power. It is a 
question worthy of debate whether youthful discontent does not do 
less harm to industry and commerce than the dull stagnation which 
settles like a plague on the victims of hopeless discouragement who 
finally accept the idea that they will never be in a better position than 
they are now. 


Centralised Staf Management to Liberate Talent 


While, of course, natural ability varies infinitely, and while it may 
be admitted that the secret of many a man’s failure is not lack of mental 
capacity but an unfortunate “ kink” or weakness of character, still, 
if the blame for mental stagnation in the staff, and for lack of first-class 
men to fill executive positions in any particular business, is to be placed 
at the right door, it must be placed right on the threshold of that type 
of employer who believes in driving and in the idea that money can buy 
anything, and who fails to know, to train, and to reward the people who 
not only work for him but whose human desire to make good to-day 
and to acquire the knowledge and power that will fit them for bigger 
things to-morrow has probably been thwarted and dried up at the 
source. The very first glimmerings of a beginning to make the business 
man of the future must issue from some kind of centralised staff manage- 
ment whose duty will be to set free ambition and talent and to ensure 
that ability, diligence, and service receive their just reward, which is 
not necessarily always money, but rather the chance of dealing with the 
-problems and responsibilities that stretch the mind and try and prove 
the man. ~ 

But if the first step towards a better method is the open highway to 
promotion, it must, be clearly understood that it will only be the 
worthy who Will walk on it, and that if, on the one hand, mere luck and 
favouritism are excluded from the kingdom of reward, it will only be, 
on the other hand, the disciplined and determined who will enter it. 
It is here, in the sphere of personal discipline, where the youth in business 
differs from the youth who is proceeding to what are known as the 
“professions,” such as medicine, law, etc. The latter has to submit - 
to years of study and self-denial, to years devoted to the discipline of 
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general culture before he reaches those subjects that seem to bear directly 
on his future vocation, whereas the former, since he is already in a position 
in life and is earning money, is tempted to enjoy the passing day and 
show less inclination for the limitations of self-discipline ; and, just because 
he is already specialising, he is less amenable to the highly important 
discipline of general culture without which he is apt to be devoid of the 
reasonableness, tolerance, and insight into human nature which are so 
essential for the understanding, and the wise handling, of men. In the 
future, the “ driver ” will not cut much ice in business, but only the wise 
and understanding leader. 





STAFF TRAINING COLLEGE, PORT SUNLIGHT 


It has seemed necessary to state these preliminary principles in order 
that the following details may get their right setting, for, unless the funda- 
mental aims and objects of a new method are accepted, all activity along 
those lines will be but lame and halting, since a man is not likely to hurry 
if he knows not where he is going and has no clear and definite purpose. 


Daa 

The Open Door of Opportunity 

The starting point recommended is the principle of the open door 
of opportunity to all who enter business, whether it*be an industry or the 
office connected with it, or a commercial house, or a departmental store, 
To do this effectually, young employees should be considered as, in a 
sense, apprentices, that is as both workers and learners at the same 
time. These young people—broadly speaking—begin to work about 
14, 16, 18, or perhaps 21 years of age, and each of these ages should 
mark a step and an advance. 
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1, That children who leave school at 14 are pathetically handicapped 
no one can doubt, and to leave them without any further education 
condemns them almost to illiteracy and to be the sport of unscrupulous 
demagogues who say and promise anything, for though they may have 
learned to read easy English with difficulty and with no enjoyment, 
they have never been taught to think for themselves or to weigh evidence 
and argument. It seems to be a narrow view, and a blind and fatal 
policy, for business to postpone facilities for their continued education, 
and it should be remembered that, as it cuts most of them off from hope 
on the very threshold of their life, it is apt to create in them perhaps a 
just resentment against all industry in after years. 


Educational Methods at Port Sunlight 


If, on the other hand, continued education is given them for two 
years on the lines of Mr. Fisher’s Education Act, it should be almost 
entirely of a general and cultural kind, though, to be successful, it ought 
also to have some definite relationship to vocation. At Port Sunlight— 
to refer to a practical case—all young people from 14 to 16 years of age 
receive four hours’ instruction a week, which includes, besides physical 
training, both English and Arithmetic. The English books read are 
chiefly modern plays, novels, poetry, or the daily newspapers—which 
provide quite a large field for Geography and History—and the practical 
work is generally first spoken and then written. The arithmetical exam- 
ples, again, are generally taken from real calculations culled from the 
books and documents of the Company. It would be a mistake, however, 
to conclude that continued education is simply a “ fag ” end to elementary 
education. Both in the letter and in the spirit it must be different, since 
the desire for knowledge and mental exercise must now grow from within. 
Besides, it has to be remembered that the pupil’s life-work has begun, 
and an effort is made at Port Sunlight to discover a student-employee’s 
“bent.” As the ordinary type of schooling does not always disengage 
real talent, a beginning has been made in the use of psychological tests, 
and in the near future it is hoped to fit up engineering, electrical, and 
woodwork laboratories, so that the range and definiteness of a lad’s 
intelligence and interests may be thoroughly tried out. ~ 

2. At 16 years of age, or thereabouts, every employee has reached the 
end of a stage, and another one opens up in front. Lads who intend 
taking up trades begin their apprenticeship, and lads in an office should 
now cease to be message boys and should begin a similar apprenticeship. 
Opportunity should be taken by managers to impress on juniors just 
beginning the importance of their choice of a profession, and to tell 
- them the leading features of their departments and what they should 
endeavour to master while in them, and also what they consider to.be 
the indispensable characteristics of a good business man, such as. 
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punctuality, agreeableness, accuracy, diligence, scrupulous honesty in 
word and act, etc. A definite programme of office work for two years 
should be mapped out, and the programme should contain variety and, 
if possible, a period of responsibility, for it is surely a travesty of fair 
play to put a boy of spirit and ambition on typing lists and labels et hoc 
genus omne for two years and expect any liking for business to survive. 
Of course, drudgery and repetition work have got to be done, and a 
youth is none the worse for a spell of “ donkey work,” but there should 
be a limit to it, and if natural ability is to be stretched and developed 
it must be given a chance. 


Practice and Theory: Parallel Courses 

A two years’ programme of advancing office work is essential, and 
along with it there should be a parallel course of study. About the 
subjects which should be included in the course there is room for variety, 
according to the many types of business careers. There are, however, 
certain subjects common to all, such as English—including Précis and 
Letter Writing, Accountancy, Shorthand, Commercial Law. In addition 
to these there should be included some knowledge of the history of 
business in England, as well as a fairly extensive knowledge of the type 
of business with which the young person is connected, and also an 
intelligent understanding of the financial columns of a daily newspaper. 

The advantage of a double programme is that it not only provides a 
scheme of appropriate study calculated to develop and train the mind, 
but it also tends to give a youth the feeling that he is not simply “ marking 


time” at his daily work, he is really “ getting on.” And, moreover, . 


this progressive movement of mental and practical experience furnishes 
a medium whereby he can be periodically rated by different managers, 
and also tested by a thoroughly fair examination when 18 years of age. 
It should be impressed on every youth that great importance is attached 
to the fact that an unbiased reckoning of his mental attainments and 
practical work is made when he is 18; and it should be made perfectly 
clear to him that the opportunities of still further training and advance- 
ment depend on the managers’ ratings in the business and the results in 
w&l recognised standard examinations, such as those of the R.S.A. or 
the Chamber of Commerce. At Port Sunlight, the Principal of the Staff 
College reports three times each year on the Progress of every student 
and on the reverse side of each report the manager gives full particulars 
of the student’s work in the business. 

The adoption of some such system enables those responsible for a 
staff to get down to the individual. It is not sufficient to have a general 
impression about people, the only fair way to appraise ability is in the 
light of collected facts. This system, again, will enable the staff manager 
to separate juniors at 18 years of age into three main merit groups, 
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and the very fact that a definite testing and grouping time takes place 
at 18 will be found to have a distinctly encouraging reflex action 
throughout the whole of the junior staff. These groups are— 


(1) Those who have apparently reached “saturation” point, and 
who probably will not be able to profit much more by further education. 
And as there is always a certain amount of important but routine work, 
they will be well equipped to fill that function. 


(2) Those who seem to be adapted for a specific though limited 
kind of executive work, for there are people who can do excellent work 
in a clearly defined and circumscribed area in which there will probably 
be much detail, but who have not the type of mind and character for 
broad horizons and big stakes. Their minds are analytic rather than 
synthetic. ; 

(3) Those who show promise of developing the strength of mind and 
heart for great things, people with insight into essentials, with vision 
and ideas, and endowed with the faith and courage that make visions 
real. The number in this group will be necessarily small, and can only 
be chosen after much thought and consideration, and with the greatest 
care, for it will probably be amongst them that the future “ chiefs ” 
will be found. 


Special Training of Future Managers 

It is only for the two latter groups that further suggestions need be 
made, and their training will naturally diverge along different lines. 
As both groups, however, contain the probable future managers and 
executives, they should be acquainted with their prospects and what 
will be expected of them during the next few years when they enter 
“ the strait ” and have the opportunity of learning either a department, 
or else the whole of their own business, from end to end. In both cases 
a definite programme of work should be put in their hands on the 
understanding that if special training and facilities are being afforded 
them only first grade ratings from their managers will be acceptable. 
Naturally, a man will not be turned down because of a poor rating in 
any one department ; he will be given a fair and sympathetic trial. Btry 
on the other hand, unsuitable people must be eliminated, as, in this case, 
as in so many others, only the fittest can be allowed to survive. 

But though the difference in the future responsibilities of the members 
of the two groups will be evident enough and will involve a corresponding 
difference in both practical training and study, still, as some’ kind of 
Management and authority over others is the probable goal in both cases, 
and as a master mind in all spheres of life requires not only a thorough 
knowledge of departmental detail, but also the larger view of the whole 
in relation to its several parts and of the wider world that beats and surges 
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around, there are a few subjects of study which should be made com- 
pulsory to them all. The first of these is Political Economy, for it deals 
with the fundamental laws of all business whatsoever, with finance 
and its ubiquitous ramifications, with trade and markets, and with the 
vexed and elusive problem of profits, etc. The second is the study of 
Raw Materials, which, when all is said and done, provide the springs 
and sources of wealth. The yield of wheat in Canada, rubber on the 
Amazon, wool in Australia, oil in Mexico, etc., are determinative forces 
in every business, and the business man of the future will not be able to 
afford the luxury of being parochial; he will be compelled to listen to the ` 
voices that speak from afar and to consider the signs of industrial movement 
and change in every nation and clime. The third is the study of human 
nature, without an instinctive or acquired knowledge of which a leader 
will call on his workers in vain. Of course there is a “knack” in 
dealing with men, and wisdom in that difficult sphere comes, if at all, 
only after much experience in the rough and tumble of everyday life, 
but, nevertheless, much valuable help can now be had from the study 
of modern psychology, and it may be taken for granted that, as Edison 
has recently said, “ Problems in human engineering will receive during 
the coming years the same genius and attention which the nineteenth 
century gave to the more material forms of engineering.” 


Covering the Area of Business 


But though there is some common ground of study, there is much 
that must differ in the training of those two groups. The area-of business 
may be divided roughly into four great sections, each with many 
subsections— 

(1) Finance ; 

(2) Production ; 

(3) Salesmanship ; 

(4) Distribution and«Transport ; along with a possible 

(5) Personnel ; 
and the people chosen for specialising will be allocated to one or other 
æf these sections and be given a definitely planned and progressive 
course of training within that particular section for three years at least, 
and will be gradually introduced to executive responsibility and control. It 
should be a rigid rule, however, that every such “ trainee ” must pursue 
at the same time a definite and parallel course of study. From time to 
time the results of examinations and managerial ratings constantly 
revised should be compared, and the “ trainee ” be advised of his standing 
and prospects. It does not seem necessary to go into any detail in regard 
to the courses of study, as they will readily suggest themselves according 
to the various sections. In regard to the men chosen for more synthetic 
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work and the widest scope in a business career, they will naturally form 
what is sometimes called a “ Flying Squadron.” From these people 
the strictest discipline should be exacted, and in return they should 
receive every facility for learning the main strands that enter into the 
organism of their own particular business. In due course they should 
become managers’ understudies, to gain experience in executive work, 
and, as with the former group, a definite course of study with subsequent 
examinations is indispensable. 

When inquiry is made into successful business careers, it is usually 
* found that Personality is the secret of success. The elements that enter 
into personality are elusive, but the power of concentration is one of 
them, and a wise decision of character is another, while an encouraging 
appreciation of other people is a third. Now these gifts can be culti- 
vated, and they should be pursued with earnestness by any man ambitious 
of success in business. 

It need scarcely be said, in conclusion, that the knowledge of some 
foreign language should be regarded as a necessity for the business man 
of the future, and the sooner he travels in his own country and abroad, 
the sooner will his eyes and his whole nature be open to the greatness 
of his opportunity if he works on sound lines and has faith in himself. 
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The effect of recent legal decisions on the obligations of the banker—a matter of keen 
interest to business men—is discussed in this short article. 





The Banker’s Duty Towards Customers’ 
Cheques 


By DonaLtp MackKay, B.L., Solicitor, Glasgow 


J5 the absence of any special stipulations to the contrary an agree- 
ment on the part of the banker to pay his customer’s acceptances 
when they fall due imports, on the one hand, an undertaking on the 
part of the customer to furnish or repay to the banker the funds necessary 
to meet his obligations-as acceptor, and, on the other hand, an under- 
taking on the part of the banker to apply the money provided by the 
customer or advanced on his account, in such a manner as to extinguish 
the liability created by the customer’s acceptances. 

A banker is bound to honour his customer’s cheque if it be duly pre- 
sented to him within banking hours, and he have funds belonging to his 
customer sufficient to meet it. If he fail or refuse to do so he will be liable 
in damages to his customer, though not to the payee, with whom he has 
no privity of contract, should his customer suffer loss or damage through 
such failure or refusal. The banker will be excused, if, between the 
receipt of the customer’s money and the presentment of the cheque, a 
sufficient time has not elapsed to enable the amount received to be 
passed to the customer’s account. Where money had been paid in at 
11 o'clock it was held that a banker could not be excused for dishonour- 
ing a cheque presented at 3 o’clock on the afternoon of the same day, 
as a sufficient time had elapsed between the paying in of the money 
and the presentment of the cheque to enable the banker to enter the 
amount paid in to his customer’s credit. 

A banker who had been in the habit of taking up his customer’s 
bills on the security of the produce of certain consignments, and per- 
mitting his customer to draw on his current account without reference 
to the advances made on such consignments, was held not entitled, 
wifhout express notice to his customer, to suddenly debit his customer’s 
current account with such advances, or to dishonour his customer’s 
cheque, when -by so doing he had exhausted the funds Standing to his 
customer’s credit. No action, however, will lie against a banker for dis- 
honouring cheques where his customer’s assets have been exhausted by 
the payment of bills accepted by his customer and made payable at the 
banker’s, as the acceptance of such bills is sufficient authority to the 
banker to pay the amounts due upon them. 

These principles are so well established in practice and banking 
business generally would appear to be done with such care that illustrations 
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of their application have been comparatively rare. Curiously enough, 
two cases have just occurred. 

Recently, Mr. Justice Shearman, in the King’s Bench Division, had 
before him an action (Grundy v. Sir Chas. McGrigor, Bart. & Co.) brought 
by a plaintiff against a bank for damages in respect of the dishonour 
of a cheque. The plaintiff drew a cheque on the defendant bank for 
£5, he having agreed with them that he should be allowed an overdraft 
of £20, on which he relied to enable such cheque to be met. When the 
cheque was presented payment was refused and it was marked “ R.D.” 
It was admitted by the defendants that a mistake had been made, but 
they contended that the plaintiff had not suffered any damage. The 
cheque was, in fact, presented again two days later and paid. Mr. 
Justice Shearman, in delivering judgment, stated that he could not 
award substantial damages unless he was satisfied that the person claim- 
ing had suffered them and that he had not heard it suggested that the 
plaintiff was a penny the worse and that he had been very ill advised 
to press the action. The defendants had paid 40s. into Court, and the 
Judge gave judgment for the plaintiff for that sum as damages and 
entered judgment for the defendants. 

Still more recently there has occurred the case of Macnaghten & Co. 
v. Cox & Co. The plaintiff, an officer, had an account with defendants, 
who had two branches of their business, an Army accounts branch and 
a Commercial branch, both in the same premises. The plaintiff's cheque 
was presented at the Commercial branch and returned marked “no 
account in foreign and commercial branch.” The question in the action 
was whether the cheque had been dishonoured so as to give the plaintiff, 
who had sufficient money to meet the cheque lying at his credit in his 
personal account in the Army branch, a right of action for damages. 
This depended on whether or not the cheque had been presented in. 
proper form. Had the branches of the bank been in different places 
there would clearly have been no proper presentation. Mr. Justice 
Shearman decided that the same principle should apply in the case of 
different branches under the same roof, and found in favour of the bank. 
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Valuable information for consignors of perishable traffic by passenger train is given 
here. The specially compiled traffic tables will be of great service to business firms. 





. 


How Overcharges Occur 
on Perishable Traffic by Passenger Train 


By GERO. B. LISSENDEN 
Author of ‘ Industrial Traffic Management,” etc. 


T° show how very necessary it is for everyone who sends goods by 
railway to have a sound knowledge of railway rate-making and 
railway rates, take the matter of perishable traffic by passenger train. 


“ Divisional!’ Regulations and Rates 


In respect of this traffic Part V of the Railway (Rates and Charges) 
Order Confirmation Acts, 1891 and 1892, provides as follows— 


1. The Company shall afford reasonable facilities for the expeditious conveyance 
of the articles enumerated in the three divisions set out hereunder (which articles 
‘are hereinafter called “ perishables ”), either by passenger train or by other similar 


service. 

2. Such facilities shall be subject to the reasonable regulations of the Company 
for the convenient and punctual working of their passenger train service, and shall 
not include any obligation to convey perishables by any particular train. 

3. The Company shall not be under obligation to convey by passenger train, 
or other similar service, any merchandise other than perishables. 


DIVISION I. 
Mill 
DIVISION II. 
Butter, fresh Fish— 
Cheese, soft Char 
Grayling 
Eggs Lobsters 
Fruit ; Mulet, red 
Hothouse fruit 
Game, dead Prawns 
Meat, fresh Salmon 
æ? Poultry, dead Soles 
Rabbits, dead Trout 
Vegetables, hothouse Turbot 
Whitebait 


DIVISION II. 
Fish (except as provided in Division II). 
Fruit (except as provided in Division H). 
Ice, 
And the maximum rates and charges for the three divisions named 
above are set out in the same Acts in the manner shown on the next page. 
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DIVISION I. 
Rate for Conveyance. ` Servico Terminals, 
For any For any For any 
For any Distance Distance Distance 
Distance | exceeding | exceeding exceedmg 
not 20 Miles 50 Miles 75 Miles Loading. | Unloading. 
exceeding but not but not but not 
20 Miles exceeding | exceedmg | ex 
50 Miles. 75 Miles, 100 Miles. 
Per Per Per Per 
Im Im Imperial Im Per Can Per Can. 
G Gallon. Gallon. G 
d. d. d. d. d d 
0-50 0-60 0:70 0:90 1-00 1-00 
RETURNED EMPTY CANS. 
Per Can. Per Can. Per Can. Per Can. Per Can. Per Can. 
d. d. d. d. å. d. 
1:50 2:00 2-25 2:50 3-00 3-00 — 0-50 0-50 
DIVISIONS II ann III. 
Rate for Conveyance. Service Terminals, 














Station 
ie the first For the next For the next ee 2 . 
Miles Miles or Milea 
a t bet ot ae a Loadıng. Unloading 
such tance. | such tance. | such Distance. 
Per Cwt. Per Cwt. 
per Mile. ‘| per Mile. Per Cwt, 
Drvision II. 
d d. d. d. d. d d. 
0-60 0:45 0-24 0-10 0°75 0:75 0:75 
Divisron III. 
d. d d. d. d d. d. 
0-40 0-30 0-13 0-12 0:75 0:50 0-50 




















Those rates are still in force with the 75 per cent addition prescriBed 
by the Notice issued by the Railway Clearing House on the 16th day of 
August, 1920. x 
What Happens in Practice 

' Now, comparatively speaking, there are very few “ Divisional ” 
rates recorded in the railway companies’ station rate books, the reason 
for which is that these rates are not, as a rule, fixed until they are asked 
for by the trader concerned (which pre-supposes that he knows his rights 
in this matter) or until so many consignments have passed and the passage 
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of the traffic has become so regular that the railway company feel bound 
to put them in operation for the charging of future parcels. And hence 
what actually happens in practice is just this: either the “ Owner’s 
Risk” scale or the “ General Parcel” scale of rates is applied until 
proper “ Divisional ” rates are established and this invariably involves 
that the trader is considerably overcharged for the conveyance of his 
traffic. i 

As a specific example: one day last year a certain manufacturer irt 
the South of England handed to one of the leading railway companies a 
consignment of Division II traffic, weighing 178 Ibs., for conveyance by 
passenger train a distance of 64 miles. As there were no Division II rates 
in operation to the station to which the goods were consigned the goods 
were charged at the “ General Parcel” scale and 19s.,7d. debited to the 
manufacturer’s account, but the correct charge (plus, by the way, 6d. per 
cwt. for “ delivery ’—the usual rate for the delivery service) was only 
9s. 6d., so that there was an overcharge of 10s. 1d. 

A few days later, a second consignment weighing 133 lbs. was sent 
to the same place. Here the sender was debited with 14s. 7d. (at the 
“General Parcel” scale), when the correct figure was only 7s. 2d.—or 
7s. 5d. less ! 

On the same day a third consignment of the same traffic, weighing 
171 lbs., was sent to a place situated 68 miles along the line. In this 
instance there was an overcharge of 9s. 2d.—18s. 10d. being charged, 
when the correct figure was only 8s. 11d., plus 9d. delivery = 9s. 8d. 

Remember, this is not fiction, but stubborn fact: the amounts 
mentioned above were actually charged for the consignments specified. 


The Traders’ Safeguard 

And that is the sort of thing that is happening daily throughout the 
United Kingdom simply because the trading community—the employers 
of the railways that is—have not hitherto given sufficient time and 
attention to the question of railway traffic charges. 

But from what has been said it will be seen that the merchant or 
manufacturer who forwards perishables by passenger train cannot afford 
t pay his carriage account for payment unaudited. It is obviously 
foolish to pay any account unless and until the details have been verified, 
and these remarks are particularly appropriate to railway carriage accounts. 

It is not possible within the limits of a magazihe artiele suchas this 
to give scales of maximum divisional rates to suit all purposes and for 
all distances up to four or five hundred miles, but the accompanying 
one-hundred mile scales—for ‘‘ local” traffic—which have been specially 
designed as illustrations—will act as a guide to those who may wish—as 
the miajority probably will wish—to prepare scales to suit their own 
particular business. i 
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There is no question whatever about it, it will pay any trader hand- 
somely to compile—or have compiled—a table of maximum charges for 
the conveyance of perishable traffic by passenger train so that it can be 
seen at a glance whether the charges made by a railway company in 
respect of any parcel are correct or not. This is an excellent safeguard 
against overcharges. 


DIVISION II 


Maximum RATES AND CHARGES FOR TRAFFIC IN Drvision II; 
THAT IS TO SAY, FOR THE FOLLOWING— 


Butter, fresh Fish— 
Cheese, soft Char 
Cream i Grayling 
Eggs Lobsters 
Fruit: Mullet, red 
Hothouse fruit Oysters 
Game, dead Prawns 
Meat, fresh Salmon 
Poultry, dead Soles 
Rabbits, dead Trout 
Vegetables, hothouse S Turbot 
Whitebait 



























Srationw TERMINALS. | Service TERMDIALS. Total 75 per cent Total 
Distance, | Conveyance a e as oa counts 
Miles. At For- | At Des- 
Charge. Unload- lst Sept., to-da 
ences | bnation | Loadmg. | ing, | Act, 1891. | 1 per owt. 
Set chet Ban EAE] de 
ss d d d. d. d. s è d s d. s d 
10 8-00 0-75 0-75 0-75 0-75 9-00 6-75 | 1 3-75 
1i 6-60 0-75 0-75 0-75 0-75 9-60 720 | 1 480 
12 7:20 | 0°75 0-75 0-75 0-76 10-20 7-65 1 5-85 
13 7-80 0-75 0-75 0-76 0°75 10-80 810 | 1 6-90 
14 8-40 0-75 0-75 0-75 0-78 11-40 8-55 | 1 7-95 
15 9-00 0°75 0°75 0°75 0-75 1 0-00 8-00 | 1 9-00 
16 9-60 0-75 0-75 0-75 0-75 1 0-60 9-45 | 1 10-05 
17 10-20 0-75 0-75 0-75 0-75 1 120| ` 990 | 1 11-10 
18 10-80 0-75 0:75 0°75 0-75 1 1-80 10-35 | 2 0-15 
19 11-40 0°75 0-75 0-75 0-75 1 2-40 10-80 | 2 1-20 
20 1 0-00 0-75 0-75 0°75 0-75 |1 3-00 11:25 | 2 2-25 
21 1 0-45 0°75 0-75 0°75 0°75 1 3-45 11-58 | 2 3-03 
22 1 0-90 0-75 0.75 0-75 0-75 1 3-90 11-92 | 2 3-82 
23 1 1°35 0-75 0-75 0°75 0:75 1 435 | 1 0-26 | 2 461 
24 1 1-80 0°75 0-75 0-75 0-75 1 480 | 1 060 | 2 540 
25 1 225 0°75 0°75 0-75 0-75 1 5-25 | 1 0-038 | 2 618 
28 1 2-70 0°75 0-75 0-75 0°75 1 5-70] 1 1:27 12 697 
27 1 315 | 0-75 0-75 0-75 0:75 | 1 615 | 1 1-61 | 2 7°76 
28 1 3-60 0°76 0:75 0-75 0°75 1 660 | 1 1-95 | 2 8-55 
29 1 4-05 0-7 0-75 0:75 0:75 1 7:05 | 1 228 | 2 933 
30 4 1 4-50 0-7 0-75 0-75 0-75 1 7-60 | 1 262 | 2 10-12 
31 1 4-95 0-75 0-75 0°75 0-75 1 795 | 1 296 | 2 10-91 
32 1 5-40 0-75 0°75 0°75 0°75 1 840 | 1 330 | 2 11-70 
33 1 5-85 0-75 0-75 0:76 0:75 1 885| 1 363 | 3 048 
34 1 6-30 0°75 0-75 |- 0-75 0-75 1 %30 | 1 397| 3 127 
35 1 675 0-75 0-75 0-75 0°75 1 9-75 | 1 431 | 3 2-06 
36 1 7-20 0-75 0-75 0-75 0-75 11020 | 1 465 | 3 2-85 
37 1 7-65 0-75 0-75 0-75 0-75 11065 | 1 498 | 3 3-63 
38 1 8-10 0-75 0-75 0-75 0°75 11110 | 1 532| 3 442 
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DIVISION II—(Contd.) 
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DIVISION Il—(Contd.) 









































T Sis, TERMINALS. | Service TYRMINALS. Total 78 per cent Total 
Total amount merease amount 
Distance, | conveyance | T chargeable | as from 
Miles. At For- At Des- Unload- der Ist to toda 
í i yardng | tnaton | Loading. | img, aada. | "ia Pe owt 
‘eas 
8. d. d. d. d. d. s 6d. 8. d 8. a 
94 3 0:06 0-75 0°75 0-75 0-75 3 3:06 | 2 5-29 | 5 8-35 
95 3 0-30 0°75 0°75 0-75 0°75 3 330 | 2 5:47 | 5 8-77 
96 3 0-54 0-75 0:75 0-75 0:75 3 3854] 2 5-65 | 5 9-19 
97 3 0-78 0:75 0-75 0-75 0-75 8 3-78 | 2 658315 9-61 
98 3 1:02 0-75 0:75 0-76 0°75 3 4:02 | 2 6-01 | 5 10-03 
99 3 1-26 0-75 0°75 0°75 0-75 3 4-26 | 2 6-19 | 5 10-45 
100 8 1-50 0:75 0-75 0°75 0-75 3 4-50 | 2 6-37 | 5 10-87 
Novsz.-—The usual charge for the delivery by the railway company of perishable traffic 
conveyed by passenger train is 6d. per cwt., and when the delivery has effected by 


the company this amount should be added to the above rates to ascertain the total amount 
chargeable per cwt. 

Also, where a consignment of perishable traffic comprised in Divisions II or III is less 
than one hundredweight, a railway company is entitled to charge as for one hundredweight 
with a minimum of 1s. 


DIVISION III 
MAXIMUM RATES AND CHARGES FOR TRAFFIC IN Division {I1; THAT 
Is TO SAY, FOR THE FOLLOWING— 
Fish (except as provided in Division IT). 
Fruit (except as provided in Division II). 

















Ice. . 
Station TERMINALS, | Service TERMINALS. Total 76 per omt Total 
Distance, ESN chargeabia | : as irota cosa 
Miles. At For. At Des- p : 
Charge. Unload. Ist Sept., to-da’ 
|" gati | geno | Londog act's, | “SG | parent 
Er Las 

s d d. à. d d. s d s d s od 

10, 4-00 0-75 0:75 0-50 0-50 6-50 4:87 11-37 
11 4-40 0°75 0-75 0-50 0-50 6-90 517 | 1 0-07 
12 4-80 0-75 0-75 0-50 0-50 7°30 5:47 | 1 0-77 
13 5:20 0-75 0-75 0-50 0-50 7°70 5°77 | 1 1-47 
14 5-60 0-75 0:75 0-50 0-50 8-10 6-07 | 1 2-17 
15 6-00 0°75 0-75 0-50 0-50 8-50 6-37 | 1 2:87 
16 6-40 0-75 0-75 0-50 0-50 8-90 6-67 | 1 3-57 
17 8-80 0-75 0-75 0-50 0-50 9-30 6-97 | 1 +421 
18 7:20 0-75 0-75 0-50 0-50 9-70 727 | 1 4-87 
19 7-80 0-75 0-75 0:50 0-50 10-10 7:57 1 587 
20 8-00 0-75 0:75 0-50 0-50 10-50 7:87 | 1 6-37 
21 8-30 | 0:75 0-75 0-50 0:50 10-80 8-10 | 1 6-80 
22 *8-60 0-75 0-75 0-50 0-50 11-10 8-32 | 1 742 
23 8-90 0-75 0-75 0-60 0-60 11-40 855 | 1 7-95 
24 8-20 0-75 0-75 0-50 0-50 11-70 8:77 | 1 8-47 
25 9-50 0-75 0-75 0-50 0-50 1 0-00 9-00 | 1 9-00 
26 9-80 0-75 0:75 0-50 0-50 1 0-30 9-22 | 1 9-62 
27 10-10 0-75 0-75 0-50 0-50 1 080 9-45 | 1 10-05 
28 10-40 0-75 0-75 0-50 0-50 i 0-90 9-67 | 1 10-87 
29 10-70 0-75 0-75 0-50 0-50 1 1-20 9-90 | 1 11-10 
30 11-00 0-75 0-75 0-50 0-50 1 1-50 10-12 | 1 11:62 
31 11-30 0-75 0-75 0-50 0-50 1 1-80 10:35 | 2 0-15 
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DIVISION IlI—(Conid.) 
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+ DIVISION II—(Conid.) 




















Poe TARMINALS. | SERVICE TERMINALS. Total 75 per cent Total 

Distance, |° Total = -7 amount micrease amount 
Miles, | Conveyance] At For. | At Des- vade ee ae largoa 
warding | tmation | Loading. is , y 

Staton. | Station. mg. Act, 1891. 1920. per ewt, 

s d. da d. d. d. 8. d. s GA s. d 
87 1 8-81 0:75 0-75 0-50 0-50 2 03I | 1 623 | 3 6-54 
88 1 9-04 0°75 0-75 0-50 0-50 2 044| 1 633 | 3 677 
89 1 10-07 0-75 0-75 0-50 0-50 2 0-57 | 1 6-42 | 3 699 
90 1 10-20 0-75 0°75 0-50 0-60 2 0-70 | 1 652] 3 7-22 
91 1 10-33 0-75 0-75 0-50 0-50 2 083 1 6682 | 3 7-45 
92 1 10-46 0:75 0:75 0-50 0-50 2 096 | 1 6-72 | 3 7-68 
93 1 10-59 0-75 0-75 0-50 0-50 2 10911 681| 3 7-90 
94 1 10-72 0:75 0-75 0-50 0-50 2 122 | 1 691 | 3 813 
95 1 10°85 0-75 0°75 0-50 0-50 2 1:35 |} 1 7-01 | 3 8386 
96 1 10-98 0-75 0:75 0-50 0-50 2 148 | 1 7-11) 3 8659 
97 1 11-11 0°75 0-75 0-50 0-50 2 161 | 1 720 | 3 881 
98 1 11-24 0-75 0-75 0-50 0-50 2 174 | 1 7:30 13 904 
99 1 11-37 0-75 0-75 0-50 0-50 2 187) 1 7:40) 3 9-27 
100 1 11-60 0°75 0-75 0-50 0-50 2 200 | 1 7:50 | 3 9-50 














Norg.—The usual charge for the delivery by the railway company of perishable traffic 
conveyed by passenger train is 6d. per cwt., and when the delivery has effected by 
the company this amount should be added to the above rates to ascertain the total amount 
chargeable per cwt. 

Also, where a consignment of perishable traffic comprised in Divisions II or ITI is less 
than one hundredweight, a railway company is entitled to charge as for one hundredweight 
with a minimum of Is. 





Novel “Safety First” Appliances 


TEE recently published statistics compiled under the Workmen’s Compensation 
Act show that during 1919 an accident toll of 3,293 deaths and 363,176 disable- 
ment cases was exacted in the seven chief industries of the country-——mines, quarries, 
railways, factories, docks, constructional work and shipping. The cost of these 
accidents in direct claims alone amounted to £4,616,723. Legal, medical and ad- 
ministrative expenses have to be added to this amount, and the resultant loss of 
productivity has also to be taken into account. All this is waste, and when eng 
considers that carelessness causes the great majority of accidents it is evident 
that there is urgent need for the inculcation of ‘‘safety first ” methods amongst 
industrial workers. 

In view of these facts employers and factory managers will be interested in 
some specially designed ‘‘ Safety First,” ‘‘ Warning,” and “‘ Danger ” signs which 
have been issued by the Pyrene Co., Ltd., 9 Grosvenor Gardens, S.W.1, with the 
object of mimmising industnal accidents. The signs consist of effectively coloured 
metal discs, which can be fixed in convenient positions about the works, and serve 
to impress the general necessity for caution or any specific risk upon employees and 
keep them on the alert. An illustrated folder showing the complete range of 
signs and wordings will be forwarded on application to the above address. 


s 
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The writer strongly urges the installation of the Stamp Affiwing Machine as a remedy 
for postage pilfering. 





A Postal System and Pilfering 


By G. A. J. HOPKINS 


Utility of the Stamp Affixing Machine 


BENG particularly interested in the question of the elimination of 
stamp pilfering, my attention was naturally attracted to Mr. 
Reginald Bray’s article in the May issue, but although he deals with the 
subject in a very thorough manner, only a small portion is really devoted 
to stamps, or rather, postage stamps, and that portion is, in my opinion, 
open to severe but friendly criticism. 

It is not my intention to criticise Mr. Bray’s suggestions with a view 
to raising a controversy on the subject, but rather to place before sub- 
scribers of this magazine what I know to be the most up-to-date practical 
methods. 

Mr. Bray, whilst stating that every firm has a well-paid, trusted 
cashier, proceeds to suggest that small quantities of stamps at a time 
should be given to the office boy. To hand out money, enter the amount 
up, get the receipt and probably check the stamps purchased takes 
time, and the cashier’s time is money ; and all that Mr. Bray’s suggestion 
would do would be to possibly eliminate the pilfering of the stamps in 
one direction, at a cost equivalent to the amount of the pilfering. 

Another point in connection with the checking. Presumably the 
cashier will be the employee responsible for counting the copies of the 
letters to check against the stamp book, and the time taken by this 
trusted and well-paid employee must again be offset against pilfering. 

Can you imagine the feelings of the cashier of a large, or, for that 
matter, medium-sized firm, at being interrupted in the middle of impor- 
tant calculations to attend to these petty details? Mr. Bray’s suggestions 
may be put into operation, but they would, in nine cases out of ten, 
neyer be carried out in detail. 

Again, Mr. Bray does not mention how his suggestion would work 
in a firm who have, say, six or eight departments and only one cashier. 
Would he expect six or eight office boys to contifiually approach the 
cashier ? which would be necessary if his scheme was adopted. 

My criticism does not include his suggestions regarding parcels or 
telegrams, for the simple reason that they have no originality. The 
majority of firms get receipts for parcels when sent by post or otherwise, 
and telegrams should be stamped in the office, and the letter of 
confirmation which should follow, together with the office carbon copy, 
would soon bring to light any trouble in that direction. 
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Catalogues, circulars, etc., are, however, open to pilfering if taken 
by the office boy in bundles to be paid for over the counter, as it would 
obviously be easy to destroy a parcel or two and pocket the money. 

Now the Remedy! The installation of a Stamp Affixing Machine, 
which counts, moistens, delivers, and affixes in one operation in less 
than one second. The stamps are supplied by any Post Office in roll 
form, containing 480 stamps, and all that is necessary is to put the 
roll into the machine, fill it with water (a matter of a few seconds), and 
the stamps, which are automatically locked up in the machine, can only 
be obtained by a pressure of the handle which records the stamps obtained. 

The cashier only has to put a roll of stamps into the machine and 
take the number of the register, a matter of a minute at the outside ; 
there is no necessity for him even to enter this up, assuming he has 
already entered the bulk purchase of, say, six or twelve rolls, according 
to the estimated quantity to be used over a certain period. The office 
boy gets his machine locked and loaded and has to account for the 
stamps registered. Therefore, the use of the machine, in addition to 
a very considerable saving of time and labour, eliminates the temptation 
to pilfer, inasmuch as the machine is practically a “ Cash Register” 
for stamps; and whereas under the old method a boy could conceal, 
without any trouble, at least 10s. worth of folded stamps in the palm 
of his hand, he would not be tempted to extract them from the machine 
in full view of the rest of the office staff. 

As regards catalogues and circulars, the fact that they are franked 
and not stamped, brands these immediately as circulars, and a large 
majority are usually consigned to the waste paper basket. Therefore, 
the Stamp Affixing Machine answers a double purpose: it not only 
prevents the theft of the cash, which a dishonest employee could carry 
out by destroying the circulars, but gets the circular letter opened 
and, naturally, seen. 

In addition, the machine reduces to a minimum the possibility of 
stamps being spoiled or lost. Any business organization with several 
departments should unquestionably centralise their postal department. 

Finally, remember that the employee who does not take every 
precaution to eliminate the temptation to pilfer is morally responsible * 
if any junior employee succumbs to temptation. 
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“ I maintain that it is for us as the leading business nation to show the way to other 
nations in the coming trade revival by pocketing our pride.” 





How to Capture the Foreign Market 


By Warrer O. STEN, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Itd. 


There are no more perplexing problems in business to-day than those involved in 


the financing of British export trade. In view of the extraordinary exchange position, 
Mr. Stein’s hints to traders on the best methods of securing payment for consignments 
are of the utmost value. 





2.—Continental Salesmanship and Finance 


(Cor akin to the method of quotation is the method of payment, 
involving the questions of currency, length of credit, and the need 
for self-protection. 

One of the greatest trade hindrances at the present time is the greatly 
depreciated currency of the countries who before the war were our chief 
customers—Russia and the new countries which were formerly part of 
the Russian Empire, Poland, Austria, Hungary, and Germany. The 
nearer one approaches to Russia the less is the value of the national 
currency, and yet if we are to do any business on a more or less large 
scale it must be done in a way that will enable the mass of these peoples 
to buy at a reasonable price. The difficulty of doing this and at the 
same time returning a fair profit to the British exporter will be seen by 
a glance at the following rates of exchange current at the moment of 
writing: Germany, 280 marks to the £ (pre-war 20.50); Austria, 2,300 
kronen to the £ (pre-war, 24.20) ; Hungary, 980 kronen to the £ (pre-war, 
24.20) ; Poland, 7,000 marks to the £ (parity 20.43). 

Trade with Russia, though now officially allowed by the British 
Government, is in an even worse plight. In the first place, Russian cur- 
rency is not officially quoted in London at all, and the money of that 
country has to be bought through Sweden or Finland. Again, there are 
at, least three different kinds of notes current there—Czar roubles, 
° Kerensky roubles, and Soviet roubles—varying in value from about 
50,000 to 130,000 to the £, apart from the purely local currencies which 
one district will not accept from another. e 

It will be seen, therefore, that to sell goods of any quantity in sterling 
to these impoverished countries is practically impossible. With Germany, 
which is in the most favourable position of all these countries, payment 
in sterling is still possible, but with other countries like Poland, Austria, 
and Hungary this is out of the question, and spot goods are practically 
the only ones that can be sold there, and they will, of course, have to be 
disposed of in the currency of the country concerned. It is here that 
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the big gamble comes in, for the marks or crowns as such have no value 
to the British exporter—except if he should perchance desire to buy 
something for import into Britain—and only assume value when they 
can be expressed in terms of £ s. d. The fluctuation in the rates of 
exchange is a far more disturbing factor than the low value of these cur- 
rencies, for if the German mark, to give an example, could be stabilised 
round about 240 to the £ I have no hesitation in declaring that a good, 
if not brisk, business could then be done. But even at the present time 
the importer or exporter can protect himself against loss through fluc- 
tuation by buying or selling foreign drafts at the current rates of exchange 
for future delivery. Practically all of the big joint stock banks will do 
this, and the actual modus operandi was succinctly given by Mr. Sugg in 
his banking articles in the February and March numbers of this magazine. 
Stabilise the Exchanges 

The question may now be asked : ‘“‘ Why should the stabilisation of the 
exchanges at a low level necessarily mean increased business? ” The 
answer is to be found when we consider that Europe is dependent on 
America for its raw materials and foodstuffs. Hence an ever-fluctuating 
rate of exchange means a constant fluctuation in the cost of living, which 
is an important factor in the present industrial and commercial crises 
throughout the world. Stabilisation, too, means confidence in market 
values, and without it trade would be merely speculation in Foreign 
Exchange. 

Coming to the other extreme of the scale, we find that there are 
only three countries in Europe where the £ still stands at a discount, 
namely, Sweden, Holland, and Switzerland. Naturally, then, buyers 
from these countries prefer to buy in sterling. Terms of payment with 
these countries, too, have now pretty well returned to the pre-war custom, 
i.e. usually 30 days’ Acceptance or in some instances Cash against Docu- 
ments at port of arrival. The former is by far the pleasanter and more 
businesslike way of payment in cases where the parties are mutually in 
a position to trust each other. The sooner we as a nation can start trusting 
our neighbours again and can put away the lingering war-spirit of jingoism 
and mistrust, the sooner we shall get over the present “ bad patch ” of 
trade slackness. During the last two or three months it has been 
gradually dawnjng on eur leading politicians and business men that we must 
pay more attention to our trade relations with other countries. Captains 
of industry, statesmen and economists have all been preaching the same 
doctrine that we must Export! Export!! Export!!! 

This is all very well, and so far so good. But it takes two to make 
a bargain, and our gallant theorists seem to think that they have only 
to sound the bugle and all the other nations will “‘ fall in ” on the parade- 
ground of commerce to listen to the terms we wish to dictate. When 
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put in this way it may-sound fantastic, but many a good business pro- 
position has fallen through in the last minute because the foreigner was 
unwilling to put the cash in our hands before we parted with the goods. 
Yet if the foreigner in question had been a Briton from the other end of 
the United Kingdom we should probably have let him have the goods 
after much less inquiry into his standing, simply because he happened 
to speak our tongue grammatically. It seems to be forgotten that the 
foreigner, too, has his side of the matter to consider. : 

He looks at the whole question with precisely the same arguments 
as we do, and from his standpoint there seems to him no reason why he 
should trust us with the money first any more than why we should not 
trust him with the goods first. We meet this argument by pointing to 
our centuries-long reputation for integrity and fair-dealing, and he will 
probably reply by giving concrete instances where he has been “let 
down ” not only by new firms, but also by old-established firms with 
“ centuries-long ” reputation. It is at this point that as a rule we decide 
to “ think it over,” which in turn leads to dropping the deal altogether, 
simply because we cannot or will not understand his argument. It 
seems foolish enough to strike a blow at our national pride to entertain 
his point of view for one moment, yet I maintain that it is for us as the 
leading business nation to show the way to other nations in the coming 
trade revival by pocketing our pride and, incidentally, as we shall find, the 
business as well. 


The Confirmed Credit 

Of all forms of payment the most rigid for the foreigner is to place 
a-Confirmed Credit in our own bank. Of course, it is very fine from the 
seller’s point of view where he is lucky enough to obtain it. But from 
the buyer’s standpoint and from the aspect of future business it entails 
more trouble than is apparent on the surface. Apart from the commission 
payable to the bank and the time during which the funds are lying idle 
at the bank awaiting the consignor’s convenience; the buyer is completely 
at the mercy of the seller, and in practical commerce has no redress at 
all (other than a troublesome law-suit), except the threat of withholding 
fature business. It is strange, therefore, that this custom should ‘still 
hold so rigidly in imports from America. Thewide factors of time and 
space are probably, more than any other, the cause of its lengthy survival. 
In general business with the Continent at the present time, however, 
the Confirmed Credit is extremely difficult to get, and is in most cases the 
exception rather than the rule, whether the credit is placed in the 
consignor’s or the consignee’s bank. 
Cash Against Documents 

Similar to the Confirmed Credit, but not quite as rigid, is the principle 
of Cash against Documents at port of sailing. This presents similar 
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risks to the buyer, but the seller has the additional risk that the credit 
might be withdrawn before the documents are lodged with the bank. 
Should this contingency arise, the goods will probably be on the high 
seas before the fact is discovered, and should the buyer eventually 
default, the seller has the risk of a possible loss due to market fluctuations. 
Hence this method is not so often used as the more frequent Cash against 
Documents at port of arrival. This method, while presenting no real 
additional risks to the seller in comparison with the former, has the 
advantage of giving the buyer the benefit of employing his cash resources 
up to the very moment when he actually takes possession of the goods. 
Of course, in all transactions of the Cash against Documents type, it is 
essential that the consignor should be well-acquainted with the commer- 
cial standing and general reputation of the consignee for meeting his 
business obligations, as he will have to disburse the freight and insurance 
before receiving payment for the goods as well as take the risk of a loss 
of market should the consignee default in paying. Hence the usual custom 
of making payment in the first transaction by means of a Confirmed Credit. 
It should here be remembered that when insisting on payment by 
Confirmed Credit it is not essential to make the consignee deposit the 
whole amount, as it is quite evident that if he has paid, say, 25 per cent 
of the total amount by Confirmed Credit in England, and has promised 
‘to pay the balance against Documents at port of arrival, he is not likely 
to risk forfeiting the goods by a default in paying the balance. Besides 
this 25 per cent deposit is usually quite sufficient margin to cover the 
seller against any of the risks enumerated above which he may incur. 


Bill at Thirty Days 


In those Continental transactions where it is customary to give credit, 
by far the wisest course is to draw a bill payable at 30 days’ sight, and to 
quote the price straightaway as 30 days’ sight. This has great advantages 
over the ordinary method of quoting a price and allowing a discount for 
prompt payment within 30 days. In the first place the prices can be 
quoted net to start with in the certain expectation that the bill will be 
met.on maturity. Secondly, the seller knows that by a certain fixed 
date he can expect to receive so much cash to his credit at the bank, 
whereas by the other method the buyer if hard pressed for cash might 
prefer to forego, his discount in order to pay, say, a couple of months later. 
And this possibility might arise when the seller himself is short of cash and 
would fain have given double or maybe even treble the discount for the 
simple assurance of payment by a given date. Again, should the seller 
require accommodation from his banker, a first-class trade bill maturing 
in 30 days would serve as security, or the banker may discount it or buy 
it outright, whereas in the former case of a simple 30 days’ credit there 
would be no such possibility of accommodation. 
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Bankers’ Guarantees 

Owing to the length of time required for documents from a provincial 
town in Great Britain to reach a Continental port it frequently happens 
that the goods arrive before the documents. In such cases, in order to 
get speedy possession of the goods, it is necessary for the consignee to 
give the shipping company an indemnity countersigned by his banker. 
As this occasions a certain amount of trouble, one of the original bills ` 
of lading can—but only in cases where the consignee is sufficiently well 
known—be sent to him direct by post, and the other can, with the bill of 
exchange attached, be passed through the bank in the usual way. Thus 
the consignee can get immediate possession of his goods without any 
formalities and without incurring the risk of paying demurrage for 
lay-days. 

Where goods are ordered by inland countries, such as Switzerland or 
Czecho-Slovakia, instructions are frequently sent to the exporter to con- 
sign the goods through a certain shipper or forwarding agent at one of 
the Continental ports like Antwerp or Rotterdam. In such cases the 
original bills of lading should be made out “ to order,” and endorsed by 
the consignor, which endorsement makes them a negotiable instrument. ~ 
Supposing the forwarding agents’ name to be Smith & Co., the words 
“ Notify Messrs. Smith & Co., Antwerp,” should be written on one of the 
bills, so as to enable Smith & Co. to be informed by the steamship company 
as soon as the vessel arrives in port. Smith & Co. can then indemnify 
the steamship owners (or alternately the bill of lading may be posted to 
them direct as explained above), obtain possession of the goods, and 
forward them on to their destination in the interior. As a rule the 
steamship company will not allow the directions ‘‘ Notify Smith & Co.” 
to be written on the original bill of lading, as in the event of their failure 
for any reason to do so they would be liable in law for any loss or damage 
sustained. They merely allow it on the duplicate as a matter of grace, 
and in actual fact there is usually no bother about it. 

Besides guaranteeing the indemnity given by the consignee to the 
steamship company, the banker is frequently called upon to guarantee 
to the consignor that the documents will be duly taken up by the con- 

“signee on the arrival of the steamer. This is a useful point to bear in 
mind, as in the event of the consignor not wishing for any reason to ask 
the consignee to place a confirmed credit for him, he may just ask him to 
give him a banker’s guarantee to this effect. This guarantee entails no 
expense on the part of the consignee, and if his credit is good will be 
readily given by his banker. In fact one might well say that if the 
consignee was unable without an adequate reason to give this guarantee 
there was something radically wrong with his credit and the consignor 
would be well advised to steer clear of him. : 

The usual set of documents required to constitute the complete set 
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are the two original Bills of Lading, the Insurance Policy, the Invoice, 
and the Draft. In the majority of transactions overseas these are suff- 
cient, but sometimes Consular Certificates or Certificates of Origin are 
required in certain countries for the importation of certain classes of 
goods. These certificates can be obtained from the local Consul for the 
country concerned or from the local Chamber of Commerce, and con- 
signors should make sure beforehand that their goods may be imported 
into the country for which they are intended, as the fact that goods may 
' be exported from the United Kingdom without a licence does not neces- 
sarily mean that they may be imported without permission into the 
country abroad. For the information of readers I may mention that the 
Import and Export Licensing Section, Board of Trade, Gt. George Street, 
$.W.1, will on demand supply a list of goods the export of which is 
prohibited except under licence from the Board of Trade. If such goods 
are exported the licence from the Board of Trade must be attached to the 
rest of the documents. Similarly, the Department of Overseas Trade, 
73 Basinghall Street, E.C.2, will provide exporters with information 
regarding import prohibitions abroad. 





London’s New Dock 


T= South Extension of the Royal Albert Docks was opened by the King on 
the 8th of last month, and increases very considerably the accommodation of 
the Port of London. Vessels up to 30,000 tons can now be berthed within six and 
a half miles of the heart of the City. The added water area amounts to 64 acres, 
and there are 24 miles of quays and sheds, The total cost of the work approximates 
to £4,500,000. The original contractors were Messrs. Pearson & Sons, Ltd., but in 
1918 their contract was terminated by consent, and the construction has been 
completed by the Port Authority. Messrs. Drysdale & Co., of Glasgow, supplied 
the pumping plant, which consists of two sets of twin centrifugal pumps, electrically 
driven by alternating current motors of 820 h.p. The bascule bridge over the lock, 
which is 100 ft. in width, opens in 60 seconds. This, together with the caisson and 
lockgates, was constructed by Sir William Arrol & Co., Ltd., of Glasgow. The 
cranes for the quays and jetties are being supplied by Messrs. Stothert & Pitt, Ltd., 
Ransomes & Rapier, Ltd., and Babcock & Wilcox, Ltd., while the runabout, 
electrical cranes are being erected by the Chatteris Engineering Co., Ltd. 
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How to deal with the defaulting debtor is an ever-recurring problem which is particularly 
acute just now. Mr. Rogerson’s model letters will be helpful. 





Dunning Letters 


By Groran ROGERSON 


A FIRM will often build up its reputation on the promptness with 
which it pays its accounts. 

In days of keen competition prices are fixed for a rapid turnover of 
money, and unless accounts are promptly paid by the buyers of materials 
they cannot expect such advantageous terms as those who pay promptly. 

The majority of firms with a first-class reputation usually adopt 
the principle of a “ pay day ” each month. The date is usually fixed 
according to the number of accounts to be dealt with by the accounts 
department. 

It is, however, not with this class of firm that this short article is 
intended to deal, but with the firm and individual who will, on one 
pretext or another, withhold payment of an account as long as possible. 

It becomes absolutely essential from time to time to resort to what 
is generally known as “ A Dunning Letter ” in order to obtain payment 
of an account. 

In the phraseology of these letters two features should be observed, 
namely— 

1. The letters should be brief and to the point. 

2. The letters should be courteous in tone, as often those who take 
the longest credit are the most “ touchy ” when a request for payment 
is received. 

For the purposes of this article it is supposed that accounts are 
rendered monthly for all sales, and the terms of payment are Net Cash 
on the 15th of month following delivery. 

After the 15th of the month when all the cash has been posted to 
the sales ledger, a list of names and addresses of outstanding accounts 
are extracted and handed to the Secretary, together with any letters 
which may have been received stating the reason for non-payment of 
an account, 

This list is carefully scrutinised, and where in the Secretary’s judg- 
ment there is no reasonable grounds for withholding payment, a letter 

requesting payment is sent. 

The form of letters following were used by the writer with marked 
success for some years— Ps 


LETTER No. 1. ` 
Dear Sirs, 

We beg to remind you that our account dated 31st December last, amounting 
to £50 10s. 6d., has not yet been paid, and in order to facilitate the closing of our 
books, we shall be pleased to receive a remittance within the next few days. 

Yours faithfully, 
For the Scientific Office Management Co., Ltd., 
T. Dunn, 
455 Secretary. 
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If a remtttance is not forthcoming within seven days, or a satisfactory 
reason given for non payment, letter No. 2‘should then be sent. 


- LETTER No, 2. 
Dear Sirs, 

Not having received a reply to our letter of the 20th inst, requesting payment 
of account for £50 10s. 6d., we shall be obliged by receiving a remittance within 
the next seven days, or a satisfactory reason in explanation thereof, otherwise we 
shall have to consider other means of obtaining payment. - 

Yours faithfully, 
For the Scientific Office Management Co., Ltd., 
i T. DUNN, 


Secretary. . 


If no satisfactory reply is received to letter No. 2, it may be taken 
for granted the firm is ‘ shaky,” and the following letter No. 3 should 
then be sent. 


LETTER No. 3. 
Dear Sirs, 

We are extremely sorry to note that you have not acknowledged receipt 
of our letters of 20th January, and 27th respectively, requesting payment of our 
account for £50 10s. 6d. We are, therefore, reluctantly compelled to give you 
notice that the account must be paid on or before 3rd February next, otherwise we 
shall have no alternative but to place the matter in the hands of our solicitor (or 
County Court) for collection. 

Yours faithfully, 


For the Scientific Office Management, Co. Ltd., 
T. Dunn, 
Secretary. 


If letter No. 3 fails to bring a remittance within the specified time, 
the account should be dealt with as stated, as failure to carry out a 
threat of this kind has a very bad effect upon a firm with a doubtful 
reputation. 





A Currency Note-Holder 


WE have received from the Changeable Sign Co., Chippenham Works, 182a Shir- 
land Road, W.9, one of their Y.M. (Yeomule) Note Holders. Thisisan ingenious 
contrivance consisting of a small oaken tray provided with a hinged cross-bar for 
holding currency notes in position. The tray is hinged to a substantial base, and 
the action of depressing the tray causes the bar to mse, so that the notes can be 
introduced underneath it. On releasing the tray it is restored to its original « 
position by means of a spting, and the notes are securely held underneath the bar. | 
The device should be a very useful adjunct to the cash desk. 
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Table Talk on Business Topics 


By Dr. Erus T. POWELL 
Formerly Editor of * The Financial News” 


Kooos Bank represented what a biologist would call a reversion 
to type. As we all know (when everybody is more or less a 
Darwinian), the evolution of life is, on the whole, upwards, but occasion- 
ally the inscrutable influences seem to fail in their effect and degeneration 
begins. Put a man on a desert island without the stimulus of contact 
with his fellow men, and he will in course of time tend to become some- 
thing like a wild animal, even if the conditions of his existence as regards 
food and raiment should be fairly comfortable. A real Crusoe would 
not have kept his mental equilibrium as Defoe’s immortal creation did. 
Farrow was a kind of banking Crusoe. Marooned among methods of 
his own he lost his own head and his customers’ money. 


The Early Types 


The original types are easily found by those who care to grope among 
the beginnings of banking. One of the very earliest of our British banks 
was Wood’s, at Gloucester, where business was being operated as 
early as 1716. Wood’s Bank was originally a candle shop. For a 
considerable period the proprietor carried on his banking contempora- 
neously with the sale of bacon, cheese, pack thread, cat’s meat, and other 
commodities. Infact, Wood might almost have circularised his customers 
in some such terms as a later practitioner— 

Thread, bawls of string, tin-tax and other kinds of medsun, coats, weskits, 
trousers, stockings, and all kinds of clothes except beer and wisky. Godfathers’ 
Cordial ancetery. Flebotomy done on the shortest notice, teath extracted at 
sixpence each, Korns cut while you wait, and eggs new laid every day by the 
undersigned.—GILES ADAMS. 

Primeval bankers, like Wood and Adams, had a habit of making 
advances upon securities whose very name would precipitate a paralytic 

-stfoke upon the denizen of a modern bank parlour. In that fact lies 
the reason why “lumber ” and ‘‘ Lombard” are the same word, though 
the one is now identified with promiscuous uselessnegs and the other with 

“monied majesty. It was the Lombard banker who lent on almost 
anything. Hence his storeroom acquired the name almost contemptuously 
bestowed upon the least pretentious apartment of a “ desirable freehold 
residence ” in 1921. An instance of the promiscuous character of the 
securities occurs to me as I write. A society lady of the eighteenth 
century brought her banker a bedroom toilet-set made of solid gold, 

- every article complete, with the request for dn advance upon it. She 
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got it, for I have seen the record in the banker’s diary. The blushing 
embarrassment of a modern banker if he were asked for an overdraft 
upon such security would be too acute for me to attempt its portrayal, 
and I must leave it to the vivid imagination of the reader. 


Loans on Lottery Tickets 

Farrow’s worst fault, in fact, was in endeavouring to conduct banking 
business on principles which were accepted 150 years ago, though finally 
and latterly discredited in the Overend Gurney crisis of 1866. People 
nowadays can hardly believe that the eighteenth century bankers 
regularly lent on lottery tickets. In 1751 there were 30,000 of these 
precious documents pledged as securities for advances. Leaving the 
legal aspect aside, what would happen to the modern client if he asked 
his banker for an advance upon a ticket for the Calcutta sweepstake ? 
Indeed, the facts are really worse than the lottery ticket principle would 
suggest. Down to 1775 any person, however impecunious, could start 
a bank and issue notes purporting to be payable on demand. The result 
was that every down-at-heel grocer, draper, tailor and haberdasher was 
thrusting into circulation a mass of “ miserable rags” in the shape of 
notes for 2d., 3d., and 4d. Lest the reader should be incredulous here 
is the preamble of the Act (15 Geo. III. c. 31) by which this practice was 
prohibited— 

Whereas various notes, bills of exchange, and draughts for very small sums 
have for some time past been circulated or negotiated in lieu of cash within that 
part of Great Britain called England, to the great prejudice of trade and public 
credit, and many of such bills and draughts being payable under certain restrictions, 
which the poorer sort of manufacturers (i.e. hand workers: the word had not yet 
reached its modern sense), artificers, labourers, and others cannot comply with, 
otherwise than by being subject to great extortion and abuse, be it therefore 
enacted that all promissory or other notes, bills of exchange, or draughts or under- 
takings in writing for the payment of any sum or sums in money less than the 
sum of 20s. in the whole which shall be made or issued at any time from and after 
June 24, 1775, shall be, and the same are hereby declared to be, absolutely void. 

Finally, as a last strain upon the reader’s faculty of belief, let me 
assure him that even now, in August, 1921, there is nothing to prevent 
any person, however impecunious he may be, from securing the tenancy 
of an empty shop, putting “ Bank” over the door, and beginning*to 
receive the public’s money on deposit. 


The Reverse of the Picture 

Do not let us suppose that the combination of banking with bacon- 
vending or tea-dealing always ended in confusion or discredit. In some 
cases it was quite otherwise. Late in the eighteenth century there was 
in Manchester a firm called Jones and Co., described in the current 
directory as “ bankers and tea dealers.” For their small London business 
they drew on Vere, Sapte & Co., then a well-known City firm. The 
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Manchester business began to expand by leaps and bounds under the 
stimulus of manufacturing prosperity. Consequently, Vere, Sapte & Co. 
became alarmed at the magnitude of the transactions opened by their , 
Manchester friends. With fatuous shortsightedness they requested 
Jones & Co. to take their account elsewhere. Joseph Jones went to 
London, looked around, and opened a little branch of his own at 17 
Watling Street. His daughter Sarah married one of Jones’s associates 
by the name of Lewis Loyd, and the London firm blossomed into Jones, 
Loyd & Co. The only child of the marriage was Samuel Jones Loyd, 
in later life Lord Overstone, one of the greatest financial geniuses this 
country has produced, a man whose pamphlets are still widely read by 
those who wish to dive right down to the essentials of monetary science. 
But here comes the curious fact. From the little firm of Jones, Loyd & 
Co., started at 17 Watling Street, there was ultimately evolved, step by 
step, the immense banking business which to-day forms no inconsiderable 
portion of the giant fabric of the London County Westminster and Part’s 
Bank. If Vere, Sapte & Co. could have foreseen the future when they 
requested: Jones & Co. to take their account elsewhere they woma no 
-doubt have adopted a less timid policy. 


-The Rotary Clubs 

Fresh from addressing the Portsmouth Rotary Club on the identity 
of method and purpose which characterises Bolshevism and Bureaucracy, 
-I naturally read with keen interest the accounts of the proceedings at 
the 12th Annual Congress of the International Association of Rotary 
Clubs. The Rotary motto is a noble one: “ Service above self: he 
profits most who serves best.” Its very adoption is eloquent of the 
change which has come over business sentiment since the time when 
.commerce and industry might have been described as forms of mutual 
throat-cutting. The motto, however, is surpassed in brevity of expression 
by the beautiful epitaph quoted (I think) by the inimitable Bagshot— 


Here lies the body of 
Ba 





He was a helpful man. 


e- ° But, after all, the most startling of all the modifications of modern 
business sentiment is the recognition that a deal may be a bargain for 
both sides. A wants the money more than he wgnts the goods, while 
B’s excess of desire is the other way round. Business is done, and both 
are satisfied and benefited simultaneously. That kind of thing facilitates 
the honesty which is now accepted as the best policy, not only in the 
academic sense, but as a fact of life. When the late Sir John Carling 
entered the Canadian Cabinet, Sir John Macdonald said: “I wonder, 
Carling, if God ever really made a man as honest as you look.” 
The sarcasm would be rather pointless nowadays—and yet its utterance 
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was comparatively recent, as history goes. Honesty and grit are the 
two requisites of success in the world as it wags to-day— 
When you fail don’t advertise it ; 
Grin —then no one will surmise it. 
You don’t know a hundred people, 
Why proclaim it from the steeple ? 
While youre thinking of your mauling 
And your face is caterwauling, 
Opportunity is calling. 
Set ont in a new direction, 
Go and make a new connection. 
Everybody takes his stumbles, 
Everybody makes some tumbles, 
Every day though means another 
Game. Forget the last one, brother. 


A Gag for Bores 


The suggestion of The Times (commented on quite recently) that 
a “ recorder of time ” in the House of Commons should strike a sweet 
but distinct note every quarter of an hour during a speech is so excel- 
lent that it ought not to be restricted to the legislative chamber. Such 
a device should be in operation at every company meeting, except, of 
course, during the speeches of the one or two officials of the company 
who have a duty to speak at length. The “sweet but distinct note,” 
however, ought to be sounded every ten minutes rather than every 
quarter of an hour, and it ought never to be allowed to sound more 
than twice in the course of a single speech. The long-winded speaker 
is a terror and a nuisance at company meetings. He always reckons 
his own misplaced eloquence by the length of time it takes to deliver. 
Unfortunately, he is oblivious of the fact that in order to calculate the 
real time-prodigality, the length of the speech must be multiplied by 
the number of unwilling hearers. The speaker who inflicts a super- 
fluous half-hour on a meeting consisting of 150 persons has wasted 
seventy-five hours, or, in fact, more than three days of irrecoverable 
time. 

At the end of a service, George III once accosted the preacher with 
the observation: “I heard some things during your sermon which 
I have never heard before during a discourse.” ve 

The flattered divine eagerly inquired what these might be. 

“I heard the clpck strike twice,” replied His Majesty. 

Most habtinues of company meetings must remember the reporters’ 
habit of shouting “‘ Name, please,” when a fresh speaker rises to his 
feet. They must get the name in that way, since even the myriad- 
minded journalist is not a peripatetic directory. On one interesting 
occasion, a bumptious bore rose to orate. Before he had uttered more 
than a dozen florid words, the reporter (there happened to be only one 
present) intervened with ‘‘ Name, please ” 
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“Go to h——.,” retorted the orator, furious at the interruption. 
“Your name, sir; not your address,” was the sweet reply of the 
imperturbable pressman, 


` City Editor and his ‘‘ Tips” 

I notice a reopening of the discussion of that perennial topic, ever 
interesting to the City man, how far a journalist is justified in acting 
upon his own tips. If he is recommending a certain share for the rise, 
may he, without impropriety, have a flutter of his own? Or is he 
justly liable to the imputation that he is only trying to make the shares 
rise in order to pull off a profit on his own transaction? The classic 
case in point is that of the late Mr. Labouchere, in the very early days 
when he was the City editor of The World. It was found that while 
he was recommending a certain share for the rise, he had a large line 
open on his own account. “ Labby’s”’ reply to his critics took the form 
of the question how he could better demonstrate his belief in his own 
forecasts than by risking his own money on their soundness. And 
when you come to think of it, there ts a difference between the tip 
given by a man who is a mere spectator and that which is offered you 
by a prophet who is in jeopardy to the extent of a couple of thousand 
pounds if the tip fails to come off. 


Self-denial in “ Excelsis” 


However, City opinion would now be solid against the prophet 
having any interest at all of a personal character in the success of his 
own forecasts. I was for a long time a colleague of one of the most 
successful financial seers of the day. People used to imagine that he 
must be little short of a millionaire, since they always envisaged him 
as acting upon his own tips, and pulling off coup after coup. But, in 
fact, he never had a single penn’orth open either way. He considered 
it a point of honour to remain a looker-on while other people were 
making big money by operating on the hints he gave. 

More than twenty years ago, on a sultry summer’s day, I was 
sitting in chambers in Garden Court, Temple, with one of the most 
successful barristers of that day, up to his neck in briefs of every kind. 
The incessant labour, frequently beginning at four in the morning, had 
given my friend—then familiarly known as ‘,Rufus’’—the ascetic 
aspect of a medieval churchman. To-day he is better known as the 
Viceroy of India. Suddenly he broke in upon my reverse— 

“ P., do you ever speculate on the Stock Exchange?” 

I said I did, but very, very rarely, perhaps not more than twice 
in the year. I added that occasionally, like other journalists, I did a 
little underwriting or bought myself an option. It was a recognised 
City practice. 
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“Tf I were you, I would not follow it,” said “ Rufus.” He went 
on to add that, in his opinion, as a mere matter of prudence, a journalist 
should keep out of the share market. He might do his best to guide 
the operations of others, but he should stand aloof himself. Otherwise, 
if the facts came to light, they were certain to be misinterpreted. It 
was sound advice, and I followed it, though the self-denial turned out 
to be by far the most expensive item in a City career of thirty years. 
But while I admit the soundness of the principle, I doubt if it can be 
truly argued that it is only an extension of the ethical code which is 
summarily enunciated in Rule 51 of the Laws of Cricket, to the effect 
that “ No umpire shall be allowed to bet.” 


“Not “ Ridiculous” After All 


Still, I suppose it might be fairly argued that the City editor is 

expected to form an independent judgment, and to give his readers 
the benefit of it—which he can hardly do if he has market interests 
of his own. At any rate, a modern City editor who was known to be 
a “punter” would swiftly lose whatever influence he possessed. In 
-America, I believe, things are not quite the same: but there, in fact, 
the whole of the conditions are different. The financial public is.more 
“on the spot” than ours, and even the very mice which haunt the 
brokers’ offices in Wall Street are said to exercise a shrewd financial 
discrimination. A New York friend, who is also a naturalist as well 
as a-broker, has furnished me with the following note, which would 
have fascinated Gilbert White had he survived to read it— 
- Why, even the animals there-know what's what. For instance, I was away 
from my office over the week end some time ago, leaving locked up in the drawer 
of my desk a small sum ın paper money, some postage stamps, and 10,000 shares 
of the kind of mining stock that is sometimes referred to as ‘‘ wallpaper.” Mice 
got into the desk during my absence and ate up all the stamps and money, as 
well as many private papers. But do you think they’d touch that worthless 
stock? No, sir. They knew it wasn’t any good, even as food. 

After that, isn’t it about time we gave up quoting the old Latin 
tag—parturiunt monies, nascitur ridiculus mus? (“The mountains are 
in labour, and a ridiculous mouse is born.”) In the light of the New 
York appendix to the Natural History of Selborne, it looks to me as if * 
.mus was anything but ridiculus. 


W 
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“ With such tests at his disposal . . . the employer may enter upon the selection of his 
staff with confidence that he will not be bluffed.” 





Reviews 
Trade Tests 


The Scientific Measurement of Trade Proficiency, by J. OROSBY CHAPMAN, 
B.A. (Cantab), D.Sc. (Lond.), Ph.D. (Columbia); with the assistance of Daisy 
Roqaers CHAPMAN, M.A. Cloth, 435 pp. Price 15s. net. London: Geo. G. 
Harrap & Co., Ltd., 2 and 3 Portsmouth Street, Kingsway, W.O. 


It 18 rather astonishing to reflect that war should prove such a stimulus to the 
arts of peace. Certainly few periods in our history have produced greater all-round 
advances in industry and technology than the five years during which the major 
part of our industrial resources were mobilised for the pursuit of war. Perhaps 
1t is the greater encouragement given to invention and experiment which accounts 
for the paradox. It would be an intolerable crime against the State if inventions 
of military value were allowed to be suppressed during a time of war. Industrial 
inventions are not always so carefully nurtured during the halcyon days of peace. 
The destructive vigour of threatened interests has proved fatal to many a healthy 
child of the inventor’s brain. The fact that modern warfare involves the exercise 
of so many skilled trades accounts for the emergence and development of ideas 
which in other circumstances might never have come to full fruition. The great 
development of what are known as Trade Tests affords a typical illustration 
of our meaning. The pre-war trade test was a very rough-and-ready inadequate 
examination as compared with the highly efficient and scientific measure of technical 
attainment which it became in the hands of the U.S.A. War Department. Its 
rapid evolution trom the empirical to the scientific stage is directly attributable 
to war, and now that the war is over industry reaps the benefit of the immense 
advance which has been made. 

Works managers and employers will not be slow to appreciate the value of this 
instrument in dealing with the personnel of industry. They will follow with 
great interest Professor Chapman’s account of the extensive researches and experi- 
ments which were necessary to the construction of the tests. The story is an 
object lesson in the thoroughness with which America entered the war. The 
trade test needs to be carefully distinguished from the mental efficiency and 
vocational aptitude tests which are also being used by many firms in the States. 
The variety of tests which are fully explained and illustrated in this book measure 
with an astonishing degree of accuracy, not the mental adaptability of the subject, 
or his probable suitability for any particular trade, but the specific skill which he 
possesses as a result of actual experience in the trade; and they are therefore of 
immediate practical value in eliminating the incompetent and in classifying the 
various grades of efficiency. With such tests at his disposal—and it is important 
to note that trade knowledge is not required by the examiner—the employer may 
enter upon the selection of his staff with confidence that he will not be bluffed, 
areal assured of the fact that he is equipped to test actual skill with greater certainty 
than ever. 

A. S. A. 


Trade Unionism ° ; 
By H. H. Scuzzssmr. London: Methuen. (5s. net). 


Mr. Schlesser’s book is issued in a new edition just at a critical morhent in the 
history of Trade Unionism. It has been largely re-written, and fresh conclusions 
drawn from later conditions are given at the end, which we shall venture to quote 
as they are of remarkable value. The book 1s the best statement of Trade Unionism, 
both analytically and historically, which has yet appeared, not excepting the larger 
treatise of Mr. and Mrs. Sidney Webb. It is written from a sympathetic point of 


463 





Business » Organisation - and - Management 





view, for Mr. Schlesser, as legal adviser to the trade unions, has had an exceptional 
opportunity for watching the gradual development of Trade Unionism from its 
old position as merely a protective combination to its later position as being a 
factor in industrial government. What the future of Trade Unionism will be is 
difficult to conjecture. It may be that under Whitleyism or some similar structure 
it will take a constructive part in industry and that the older conception of industrial 
warfare will pass away. It may even be that under the form of a National 
Industrial Council quasi-legislative functions will pass to the unions in their 
corporate capacity ; only one thing is certain, and that is that combination for 
offensive purposes alone will be merged in some changed functions. At the end 
of the book Mr. Schlesser gives us a most valuable analysis of the deeper currents 
which underlie the surface. He shows us that there is a general acceptance, in 
trade unionist circles, of such a hostility to the possession of capital in private 
hands as takes it for granted that " any increase of wages will be illusory in so far 
as it must necessarily lead to an exaltation of price.” To this he assigns the 
comparative indifference to the science of economics which marks the labour 
leader to-day, for the leaders recognise “ that the whole system which capitalistic 
economics assumes is inherently vicious.” Yet since he wrote those words we have 
come to see the coal miners, led by many Karl Marxians, accepting a system of 
differentiating between profits and wages which, in spite of novel features, does 
recognise the rights of personal ownership of capital. It may be, therefore, that 
in the few months which have passed since Mr. Schlesser’s book was written there 
has been a new orientation towards capital and that the “ extremists ” have 
already learned—possibly from Russia—that there is something in economics 
after all. There are other reasons for believing that the alleged indifference of 
labour leaders to the facts of economics was only a passing phase, due to the 
abnormal conditions brought about by the war. Certainly, if the trade unions 
will become really constructive, there is ample room for advance, and it is not at 
all necessary to that advance that personal capital should be abolished. In fact, 
any attempt (as in Russia) at such a policy would destroy the unions ae 
. L. 


Reminders for Company Secretaries 


By Heeseet W. JORDAN, Managing Director of Jordan & Sons, Lid. Seventh 
Edition. (London: Jordan & Sons, Ltd., Chancery Lane, W.0.2). Paper, 44 pp. 
Price 1s. net. . : 


A handy booklet which furnishes an alphabetic summary of the principal 
obligations in regard to companies that affect Secretaries. Its object is to prevent 
the Secretary from overlooking any important duty devolving upon him or his 
Company by statute, and for this useful purpose it is admirably suited. 


Workshop Committees 


By 0.G.Ruxoxip. Revised Edition, 1921. Price 1s. net. London: Pitman, 
Parker Street, Kingsway, W.O.2. 


The author, Mr. C. G. Renold, a director of Hans Renold, Ltd., engineers, of 
Manchester, is known as one of the first authorities in the country on his subject, 
and wrote this able treatise, by request, for the report-of the British Association 
Sub-Committee on Industrial Unrest. Mr. Renold discusses in detail, from the 
standpoint of practical experience, the purposes and organisation of shop committees 
of all kinds. He rightly points out that the only way of combating the dangerous 
fallacy that manual labour creates all wealth is by spreading a knowledge of the 
actual problems of industry and management—a policy which can best be carried 
out by means of Workshop Committees. This is emphatically a work to be 
carefully “ digested” by employers and those associated with the higher 
management. 
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NOTES OF THE MONTH 


HE fact that midnight, the 31st of last month, has been fixed by the 

Government as the official date of the end of the war will bring 
to an end within a limited period the serious inconveniences resulting 
from the continuance of a state of war for nearly three years after actual 
fighting has ceased. Important commercial interests have been calling 
attention to these inconveniences for some time, and the Government 
have at length yielded to the pressure of necessity, and have determined 
the date of Peace without waiting any longer for the formal conclusion 
of hostilities with Turkey, the last of the belligerent Powers with whom 
we remain nominally at war. Incidentally, recent Greek victories over 
the Kemalists have in all probability still further postponed the prospect 
of early peace with Turkey, which remains the sore spot of Europe. A 
great variety of important pre-war contracts, among which may be 
mentioned the bills taken over by the Bank of England, Stock Exchange 
contangoes, loans by the banks to members of the Stock Exchange, and 
many purely legal obligations, which, by an arrangement with the 
Government, could not be compulsorily closed until a year after the war, 
will now mature for settlement. Happily, the greater proportion of such 
obligations have been already satisfactorily adjusted, but there are still 
a considerable number outstanding, and the financial situation will be 
all the clearer when they have been finally liquidated. 


x * * 


The Road Transport Struggle . : 

Road transport interests secure a temporary respite from the 
threatened competition of the railways as a result of the Speaker’s 
ruling in the debate on the Railways Bill. Mr. Whitley was of the 
opinion that the clause designed to give the railway companies 
unrestricted powers to undertake road haulage must form the subject 
of a new Bill. It is certain, however, that the companies will not 
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renounce their attempt to meet the competition of the motor vehicle, 
and the struggle is merely postponed. Meantime, the private transport 
firms have an opportunity of consolidating their position with the trader 
by granting reductions of freight rates, a course in which the railways 
may be expected to follow. A little healthy rate-cutting will be very 
welcome to the private trader, and will help to hasten the trade revival 
which we are all so eagerly awaiting. It is something to have shaken 
the railway companies out of the monopoly frame of mind, and this 
return to a state of real competition in the transport world is a triumph 
for the enterprise of the motor carriers. 


* * * 


Drastic Company Legislation Proposed in France 

It is well known that under the French code limited companies are 
obliged to make a tentative statement of their assets and liabilities 
twice a year and a complete final inventory of debts and assets once a 
year. This apparently does not go far enough. A new law for the 
protection of French investors has just been proposed, says the 
Manchester Guardian Commercial, which provides for Government super- 
vision every quarter of the accounts of all limited liability companies 
doing business in France. It stipulates that a summary statement or 
verification balance sheet be made out every three months, and immedi- 
ately communicated to the High Commissioner of Finances. An 
inventory must be made yearly on a fixed date and transcribed into a 
special register with the quarterly statements. The object of the 
proposed legislation is: (a) to protect public savings from fraudulent 
exploitation ; (b) to inform the public, and especially the shareholders, 
as to the working of the companies in which they have invested capital ; 
(c) to facilitate the collection of taxes. It is in a sense consoling to realise 
that the business men of other countries know something of what the 
French would call the joug of the tax collector. Evidently France 
hardly offers a refuge for the capital which we hear periodically is being 
driven out of this country. 


* * * 


The Future of the Overseas Trade Department 
Notwithstanding the urgent necessity for economy in departmental 
administration, business men learned with some anxiety from The Times 
that the Government’s new-found passion for reducing expenses might 
involve the future of the Overseas Trade Department, and they were 
correspondingly relieved to have Sir Philip Lloyd Greame’s assurance 
that while large economies had been decided upon he hoped the essential 
services of the Department would be maintained unimpaired. The 
“ D.O.T.” bas done exceptionally valuable work for British trade, and 
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it would be a very bad blunder to dispense with its services at a time 
when the foreign trade of the country was never so seriously in need 
of every possible stimulus and assistance. The Department’s Advisory 
Committee of leading business men, who were consulted in regard to the 
two more important recommendations of the Holmes Committee, viz 
(1) that the Department should not deal with specific inquiries and, 
wherever possible, should refer inquirers to existing sources of informa- 
tion; and (2) that the Trade and Geographical Sections should be 
amalgamated, promptly disagreed with them and recommended precisely 
the opposite course, and there the matter rests for the present. Sir 
Philip Lloyd Greame is determined, however, to effect a considerable 
economy in the working of the Department, and reductions of staff are 
inevitable. The Times criticises the estimated expenditure for 1921 of 
£198,519 for Commercial Diplomatic Services, as compared with {58,811 
for Trade Commissioners and Correspondents, whose work is the develop- 
ment of trade within the Empire, asks pointedly whether there is scope 
for two commercial secretaries in Belgium, two in Rio, and for three 
officers in Russia, and suggests that it would be possible to secure the 
desired economy by a revision of the foreign appointments without 
serious loss to the practical efficiency of the service, 


* * * 


The State of the Iron and Steel Trade 


The optimistic announcements of a revival in the Iron and Steel 
Trade, which have appeared in the Press, are premature and scarcely 
justified by the facts, according to Mr. W. T. Layton, director of the 
National Federation of Iron and Steel Manufacturers. At the time of 
writing (six weeks after the opening of the coal mines) not more than 
twelve blast furnaces are in operation, compared with 300 at this time 
last year, and 120 as recently as March last. A somewhat larger propor- 
tion of steel furnaces have recommenced working, but Mr. Layton says 
conditions do not warrant the expectation of any rapid increase in the 
numbers. He points out that international demand for iron and steel 
is almost non-existent at the moment. Even our lately successful 
competitors, Belgium and France, are now reducing production. Belgium 

“has seven out of 55 furnaces in blast, France is running 75 out of 210, 
while in the United States there are 69 out of 436,in operation. The 
few orders that are available are being taken by Germany, though her 
output is only a fraction of the normal. 

The root of the trouble is traceable to political policy, and Mr. Layton 
recalls that the iron and steel industry recently pointed out in a 
memorandum to the Prime Minister that the present condition of affairs 
is largely dependent upon political problems, and that until there is a 
satisfactory settlement of the reparation problem and the restoration 
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of the buying power of Central and Eastern Europe, the chain of 
international trade remains broken. 

Another obstacle to any substantial revival is the difficulty of reducing 
costs, the necessity of which has been continually emphasised. The 
problem of labour cost per ton of output is now being dealt with, and a 
fall in the price of fuel is taking place, but, declares Mr. Layton, it has 
not yet reached a level at which British makers are on a level with 
foreign costs. 

* * * 


Business Men and the Government 

What with the Advisory Committee of business men who are assisting 
in the direction of the Post Office, and the new Special Committee of 
business men who have been appointed by the Government to assist 
in dealing with the reduction pf expenditure, we are, superficially, at 
any rate, fast moving in the direction of Mr. Bottomley’s ideal of a 
Business Government. There would be nothing in this state of things 
to complain of, from the special point of view of this magazine, if the 
eminent business men who have undertaken to give their services on 
the committees in question really had authority to curtail the policies 
on which so many millions are still being squandered, instead of being 
restricted in their activities to making the much less important cuts 
in merely departmental expenditure which the Government, by their 
action, now confess themselves totally unable to do. It is notorious that 
the Supply Committees have failed to produce the Estimates showing 
a reduction of approximately 20 per cent on current expenditure, which 
were demanded by the famous Treasury Circular of May last, and the 
appointment of the Committee—a very definite departure from constitu- 
tional practice—represents the Government’s way out of the impasse 
thus created. Whether this elaborate piece of camouflage will sufficiently 
impress the taxpayers with the sincerity of the Government’s desire to 
reduce expenditure somehow, though how they do not know, remains 
to be seen, but it serves to emphasise rather than otherwise the Govern- 
ment’s own apparent incapacity to cope with the present situation. 
It is merely evidence of the good intentions of the prodigal, Who,. 
despairing of personal reformation, endeavours to shift the responsibility 
for his conduct upon other shoulders, rather than proof of a grim 
determination to cease further prodigality. Sir Robert Horne pointed 
out’ in his Parliamentary statement on the matter that questions of 
policy would remain for the Cabinet to decide, but it would no doubt 
be within the purview of the Committee to say what the particular lines 
of policy would cost. Clearly, the Committee appropriates an important 
share of the functions of the Treasury, who are not to be represented 
upon it, and it also assumes some of those hitherto exercised by the 
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House of Commons. It may be assumed that the latter body will be 
somewhat more jealous of their authority than the Chancellor appeared 
to be of his own. 


Table A 


The announcement in the Quarterly List of Official Publications, 
issued by H.M. Stationery Office, that Table A has been reprinted and is 
on sale at a price of 3d., recalls the somewhat surprising fact that there 
have only been three editions of this model set of Articles of Association. 
The first Table A forms part of the original Companies Act of 1862. 
This set of articles in course of time became hopelessly out of date and 
was seldom adopted by companies, and it was not until 1906 that the 
Board of Trade exercised the power conferred on them by the Act and 
issued an amended Table A. In 1908 the Companies (Consolidation) 
Act came along and this revised Table A was incorporated in the Act 
as Schedule I. 

The fact that there is sufficient sale for it apart from the Act goes 
to show that a number of companies have adopted Table A, wholly or 
in part, as their Articles of Association. 


* * + 


* * 


* 
Last Records of Irish Companies 

The recent incendiary fire at the Dublin Custom House gives rise 
to an awkward question, if it is true, as at present reported, that all the 
files of the limited liability companies domiciled in Ireland have been 
destroyed. 

The information which was contained in these files is, in most cases, 
in the possession of the companies, and they could doubtless supply 
duplicates, though, in some cases, it would mean a considerable 
expenditure of time and trouble. The point, however, is that there 
does not appear to be anything empowering the authorities to make 
duplicate returns, and there may be companies who for one reason or 
another will decline to do so. Probably an Act of Parliament will be 
necessary to deal with the matter. 


©. * * * 


Blood Tests and Vocational Selection 

Sir Kenneth Goadby’s suggestion that there should be simple blood 
tests for the purpose of determining whether persons employed, or wishing 
to be employed, in a dangerous trade are particularly susceptible to the 
industrial diseases of that trade, would carry the determination of voca- 
tional fitness a stage further in a direction which deserves the strongest 
support from-both employers and employed. The suggestion naturally 
arises from the discovery made during the war, in connection with the 
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manufacture of explosives, that diminished resistance to poisons, microbic 
and most metallic ones, is accompanied by a decrease in the total number 
of white cells in the blood, and Sir Kenneth Goadby, who is the Specialist 
Medical Referee for Industrial Poisoning in London and the Home Coun- 
ties, points out that blood tests, by means of which the alteration in the 
proportion of white cells which usually occurs before the outward signs 
of ill-health are manifest would be at once detected, provide an easy 
means of ascertaining an individual’s susceptibility or otherwise to 
industrial diseases. It is well known that there are people who are 
immune to a large extent from industrial diseases, even such as lead 
poisoning, whilst others are peculiarly susceptible to these deadly 
maladies. The elimination of such susceptibles from the possibility 
of infection would be a valuable service to the community. 


* * * 


Trade Conditions in the New Austria 

'. | British business men have their troubles, but in the midst of them 
they will have often wondered how the traders of Middle Europe, many 
of whom will be associated in their minds with former dealings, were 
meeting the infinitely greater difficulties that confront them in recon- 
structing the trade edifice so grievously shattered by the war. What 
has been going on in Austria, for example? As a world power she is 
but a shadow of her former self. Territorially she has been cut to pieces. 
The depreciation of the Austrian krone could hardly go further. We 
hear more or‘less vaguely of her millions of poverty-stricken people and 
starving children. What are the trade conditions associated with these 
circumstances? There is a great dearth of news, but the Report on the 
Industrial and Commercial Situation in Austria by Mr. O. S. Phillpotts, 
Commercial Secretary to the British Legation at Vienna, which has 
just been issued, lifts the veil somewhat and discloses an interesting, 
and in certain directions rather astonishing, state of affairs. i 


+ 


* * * 


Vienna Redivivus 

Mr. Phillpotts points out that one of the chief assets of the new 
Austria is the apparatus of the trade of the old monarchy. Vienna, 
which acted as the main emporium for traffic between the north and west 
on one side and the Balkans and Southern Russia and the Near East 
on the other, is likely to remain the most important commercial city 
in South-eastern Europe, despite the fact that part of her former trade, 
which has now become foreign trade owing to the narrow limits of the 
new frontiers, will be taken by Prague, Budapest, Warsaw, and, perhaps 
also by Agram, Belgrade and Bucharest. The experience of the last 
two years has shown that the buyers from the Balkan States still prefer 
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to come to Vienna to make their purchases, even though the goods they 
want may be manufactured by works in Czecho-Slovakia, whose head 
offices have been removed to Prague. The sub-division of this part of 
Europe in some respects makes a general commercial and financial 
centre more necessary than ever, because the obstacles placed in the way 
of travelling, remittance of money, and transport of goods make it far 
more difficult than before to visit and buy direct from the different 
centres of production. Hence it comes that there are wool firms in 
Bruenn starting offices in Vienna which they did not have before the 
war, and Rumanian banks establishing branches here for the first time. 
Owing to the réle which Vienna still plays as railway, commercial and 
financial centre of the other Succession States, a considerable part “of 
what used to be the imports and exports of the former monarchy have 
now become transit trade through the new Austria. Despite the 
comparative stagnation in Austrian commerce since the war, the transit 
trade through Austria amounted to 1,700,000 tons in 1920, as compared 
with 1,300,000 tons through the whole monarchy before the war. 
Facilities are given for the storing, sorting, repacking, and inspecting of 
transit goods in bond, and when political conditions in this part of 
Europe become normal, undoubtedly this transit trade will play a very 
important rôle, and will add much to the “invisible exports”’ of the 


country. 
* + * 


British Share of Austrian Trade 

British traders will be anxious to know what share the United 
Kingdom has in the trade of the new Austria. Very little, comparatively 
speaking, though the conditions which account for this are largely of a 
temporary character, says Mr. Phillpotts, and are connected chiefly with 
exchange, transport and credit difficulties. Austria, whose exchange is 
now the worst with the exception of the Polish, naturally prefers to buy 
not only where goods are Cheapest (which has generally been where the 
exchanges are lowest), but also in the countries to which its chief exports 
go, because this facilitates payment. British trade has also suffered from 
the absence of a close banking connection between the two capitals. 

The following table gives, in tons, the figures of the total trade of the 
new Austria with the United Kingdom— 


July-December, 1919. ° 192. 

Imports. Exports. Imports. Exports. 

Tons Tons. Tons. Tons. 
UK . . a 6,614 163 14,457 4,825 
Total . ‘ . 2,067,960 499,275 6,062,000 1,318,000 


The import of British textiles, both cotton and wool goods, has been 
more active during the last few months than was the case in 1920, partly 
owing to the lower sterling prices quoted and partly owing to the greater 
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readiness of the British exporter to send the goods without demanding 
payment in advance or against documents. British exports to Austria 
have been chiefly raw materials for manufacture, and this is likely to be 
the case for a long time. The main importance of Vienna as a market 
for British manufactured goods lies for the future, as in the past, in the 
transit trade with the neighbouring countries, the Balkans, and the 
Near East. Austrian exports to the United Kingdom are predominately 
finished goods. During 1920 the Lower Austrian (Vienna) Chamber of 
Commerce organised several visits of parties of Austrian business men to 
London. These resulted in the sale of some goods, largely fancy articles, 
which they took with them, and in orders being given in the United 
Kingdom for considerable quantities of raw materials, and also gave 
opportunities for the resumption of commercial relations. 


* * * 


Labour Leader's Appeal to Employers 

The striking appeal which Mr. William Graham, M.P. for Central 
Edinburgh, addresses to employers, through the Journal of Industrial 
Welfare, is indicative of the new spirit which is coming over Labour as 
a result, probably, of the stern lessons of the economic situation. Mr. 
Graham believes that extremist ideas are being discarded by the workers, 
and that in the midst of crisis there is recognition of the fact that only 
by constitutional methods are far-reaching changes of a beneficial nature 
_ possible in industry and commerce. This being the case, he urges British 
employers not to lose so great an opportunity, and says there are many 
problems in which their leadership would be most valuable. Questions 
of working hours, wasteful methods, improved machinery, scientific 
management, and payment by results would be received far more 
favourably by the workers, he maintains, if it were shown that there is 
no system which does not lay down a minimum, and that there is no 
reason why rate-fixing should not be a joint.operation of employer and 
employed. Mr. Graham is one of the most brilliant members of the 
Parliamentary Labour group, and speaks with especial authority on 
Labour problems. His recent volume, “ The Wages of Labour,” an 
able study of wages theories, includes a very temperate discussion 
of the possibilities of applying scientific management, as understood in 
America, together with the various systems of payment by results, to 
this country. ° 

* * * 


Protecting the Interests of the Taxpayer 
The new Income Tax Payers’ Society, which has been launched under 
the presidency of Lord Inchcape, and with a great measure of influential 
support, comes opportunely, and will receive no warmer welcome than 
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from the business man. Sir William P. Treloar, who is the chairman 
of the General Purposes Committee of the new Society, says, rightly 
enough, that “it becomes daily more evident that there is a clear need 
for the formation of a strong permanent association to watch and safe- 
guard the interests of income tax and super taxpayers.” The objects of 
the Society include the maintenance of the constitutional principle of 
control of the administration, assessment, and collection of income tax 
by the taxpayers themselves through the medium of their representatives, 
the local Commissioners, to watch suggested legislation in the interests 
of the taxpayers, to advocate the abolition of anomalies in income tax 
and super tax, to simplify the machinery of assessment, to investigate 
cases of hardship, to assist in test cases involving questions of principle, 
and to advise members on points of practice and assist them generally. 
These are all very worthy objects, and they offer plenty of scope for 
energetic action. The attempt, happily abortive, made in the Revenue 
Bill last spring to abolish the administrative duties of the unpaid 
Commissioners of Income Tax, representing the taxpayers, will be readily 
recalled, and may indeed be said to have been the prime cause of the 
formation of the new Society. Among other matters requiring the 
critical attention of the members may be mentioned the special considera- 
tion given to M.P.’s in respect of income tax on their parliamentary 
salaries, and the unreasonable delays which now obtain in securing 
repayment of income tax deducted at source. These and other anomalies 
offer the Society abundant opportunity of speedily justifying its existence. 
The subscription has been fixed at the nominal figure of 5s. for individuals 
and £1 Is. for corporations, companies, and firms. The Society is 
non-political in character, with offices at Iddesleigh House, Westminster, 
S.W., and inquiries should be forwarded to the Secretary at this address. 


* * * 


“The Father of Co-partnership ae 


The complimentary luncheon given recently at the Hotel Cecil to 
Mr. Edward Owen Greening, “ the father of Co-partnership,” in com- 
memoration of his 85th birthday, was attended by a very representative 
gathering of prominent business men, over whom Viscount Burnham 
presided. Reference was made to the notable development of co- 
partnership since the formation of the Labour Co-partnership Association 
in 1884. Lord Burnham, in proposing Mr. Greening’s health, declared 
that there could be no true method of co-partnership unless the work- 
people were enabled to have a real and permanent interest in the 
organisation of which they were a part. Mr. Aneurin Williams, M.P., 
said that after many years of disappointment it seemed that they were 
coming near to the time when the public would not only grasp the great 
principle of their movement—as he believed they had grasped it in an 
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academic sense—but would see that it was applied to the great industries 
of the country. Mr. Greening, in reply, agreed that public opinion was 
now distinctly accepting co-partnership. The proportion of failures had 
been much less than in ordinary businesses, where no share of profits 
or control had been allowed to the workers. Meanwhile, there had 
been gradually growing up a large number of successful co-partnerships 
in all parts of the industrial world and in‘all kinds of business enterprises, 
which had been sufficient to prove the practical value of the system. 
Everywhere there reigned in them industrial peace and goodwill. As 
a result public opinion had been converted. This had recently been 
proved by the adoption of a profit-sharing arrangement for the settlement 
of the coal crisis. The remarkable thing about this settlement was the 
acceptance of it, not only by the mine-owners and their employees, but 
by the Government on behalf of the public and by trade union leadérs 
on behalf of organised labour. 
* * * 

Labour’ s Attitude to the Principle 

The veteran leader, whom Lord Burnham described as “ the great 
patriarch of the co-operative and co-partnership movement,” emphasised 
what is undoubtedly the most striking feature of the coal settlement. It 
constitutes a very notable triumph for the advocates of the co-partnership 
principle, and the results of this new industrial policy, as applied to the 
greatest industry in the country, will be watched with the closest interest. 
They may well have a far-reaching influence on the labour disputes of 
the future. There is no such hostility to the co-partnership principle 
among the great body of moderate trade unionists as has been frequently 
represented to be the case. Particular proposals are carefully scrutinised, 
of course, and their reception depends upon the nature of the advantages 
offered. Some of the more reasonable labour leaders have frequently 
spoken in favour of co-partnership. It is the extremist, hoping for 
an industrial revolution and the complete overthrow of the competitive 
system, who is so passionately opposed to co-partnership, because he 
sees clearly that it strengthens and consolidates the present social order 
by reducing its inequalities. That a much wider application of the- 
principle to industrial enterprise will be made in the future appears 
certain. The authority of the extremist in the councils of labour is 
waning—he has recently received more than one severe check at repre- 
sentative gatherings of trade unionists—and in a more moderate 
atmosphere the possibilities of co-partnership as a means to the 
advancement of the workers are likely to receive more sympathetic 
consideration. a E 


474 





The story of Mr. Gould’s extraordinarily rapid advancement is ‘‘ indeed a romantic 
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Master Minds in Business 
, No. 9. MR. J. C. GOULD, M.P. 


By EDWARD JAMES 
London Correspondent of the “ Western Mail” 


MÈ J. C. GOULD, M.P., began lifes work as an office boy. Like 
most office boys of one’s acquaintance he had only the equipment 
of a board school education, plus, thanks to a scholarship success at the 
age of eleven, an altogether too brief period at a higher grade school, 
where he might have remained longer but for the slender resources of 
a working-class home. Life was obviously faced without much of a 
chance in the world of commerce wherein those undemocratic days 
more even than now influence and means, especially influence, counted 
both in the rapidity of advancement and the possibilities of ultimate 
attainment. To-day Mr. Gould is the active head of shipping and 
industrial companies, over fifteen in number, with a capital aggregating 
five millions and with ramifications in many parts of the world. A 
quarter of a century’s hard work and courageous enterprise have brought 
a commendable achievement, yet by no means rare in a period which 
has afforded proofs in abundance that not all the defects of a much 
criticised social system with its flagrant inequalities of opportunity can 
keep back for long the man with the genius, the pertinacity, and the 
health to see the great game through. Business genius will out. 


An Extraordinary Variety of Experiences 
What distinguishes the life story of Mr. J. C. Gould from many of 
those which tell of the boy of humble beginnings rising to an exalted 
position in business or any other sphere, is the extraordinary variety 
of the experiences and vicissitudes which have been crammed into the 
period that has intervened since that day in 1895 when little “ Jimmy ” 
Gould, a none too robust lad of thirteen, went down to the docks of his 
native Cardiff to begin the stern business of life. It is, indeed, a romantic 
and thrilling narrative of which only a sketchy summary is possible. 
. This magnate of Cardiff docks, political successor of the great Sir Edward 
Reed in the Parliamentary representation of the Welsh metropolis and 
holder of public offices so many and so varied—-whgt curious parts has ` 
he played in those few years? I heard him once recount ‘them all at a 
little private gathering in London, arranged to celebrate the advent 
of himself as a new star in the political firmament. There were only 
ten of us. Modestly, frankly told, in simple earnest eloquence, his 
revelation formed as moving an account of human effort against all 
sorts of odds in all sorts of places as we had ever heard. He had never 
related it all like that before; possibly he never will again. 
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Let me trace it briefly. His father was a Cardiff mason, of the 
operative not the speculative type, who is happily still living to share 
in his son’s prosperity and recently was invited to Downing Street by 
the Prime Minister to hear the latter’s tribute to that son. School days 
over young Gould devoted his evenings, after a full day’s work at the 
docks office, in part to getting himself into playful mischief, in part 
to the study of Pitman’s Shorthand. The latter proved the more 
permanently beneficial and later was to mean everything in the matter 
of appointment and promotion. Early office days were spent with the 
well-known, and still surviving firm of Messrs. Ernest Matthews & Co., 
shipowners and brokers, who, in due course, made him a junior clerk. 
Hunger and thirst for adventure came, however, in such an acute form 
when Mr. Gould was in his nineteenth year that, despite the warnings of 
friends, he had resolved to go to sea. 


Before the Mast 
And eventually he sailed before the mast on a tramp ship in days 


when tramp ships had few of their present-day amenities. Perhaps 
what he underwent in those days has been an important factor in his 
zealous uncompromising advocacy of more human conditions for the 
men who go down to the sea in ships. Leaving the vessel at length in 
South Africa he went as clerk in a trading firm and divided the next 
three years almost equally between Port Elizabeth and Durban, in 
clerical capacities. Then he worked his passage back to England, not 
as an ordinary seaman this time but in the more congenial post of quarter- 
master. Conditions were bad at home, with acute unemployment 
everywhere. A fortnight’s futile search for work sufficed for a man in 
some hurry to get on and Mr. Gould was again before the mast as an 
ordinary seaman, bound this time for New York. Escape from possible 
privation in England, however, led to his facing the hardest winter of 
his life in New York in one of the worst periods of depression and 
unemployment the States had experienced. His first employment, he 
confesses, was as a labourer, and hard work it was with disgustingly poor 
pay. 

Clerking in America . 

Luck, if luck it be, turned in his favour at long last. Several months 
of unsuccessful inquiry and futile presentation of himself for office work 
were followed by a chance to make good, given him by the general manager 
of a Massachusetts company, who made him his amanuensis at the 
unexpected salary of twelve dollars a week. This was the turning point. 
Not only had he the advantage of experience in a big engineering firm, 
one of the most important in the New England States, but at-the head 
of it was Mr. Eugene Foss, who had been twice Governor of Massachusetts, 
and I believe was twice considered for the Presidential candidature. 
478 


+ 





Master Minds in Business 





Mr. Foss made Mr. Gould his confidential clerk and, firing’ his ambition 
anew, sent him back to his books and especially his shorthand. Three 
months later he found himself in charge of a complaints department 
in a great American store and then came what would have been another 
period of unrelieved reverse but for the circumstance that just about 
this time there came into his life the future Mrs. Gould, a Canadian lady 
of estimable qualities, who has every right to claim credit for a share 
of her husband’s success and has herself been so active and so gracious 
a Lady Bountiful at Cardiff. 


Rapid Progress in the Insurance Field 

Mr. Gould next became a clerk in an insurance company and now, 
clearly realising what would make for success, set himself the task of 
acquiring at top speed all about insurance and banking. He had his 
reward soon by becoming, before he had reached thirty, managing head 
of a firm with a hundred and twenty clerks. With greater knowledge and 
experience came increased confidence in himself and, having proved that 
he could successfully direct one of the biggest insurance concerns in the 
States, specialising in marine and fire risks, he determined to reap for 
himself the full fruits of his newly discovered genius. So he returned to 
England and, in partnership with a friend, he had by 1908 established 
an important re-insurance business in London, with branches at New 
York, Berlin, and Brussels. 

A large proportion of the re-insurances on British tonnage was effected 
on the Continent and particularly in Berlin. Mr. Gould set out to 
capture this and was succeeding well when war came to play havoc with 
re-insurance, and so to restrict the activities of those who dealt in it 
that they had to find, Mr. Gould among them, fresh scope for their 
talents. He knew the German re-insurance business from A to Z, and 
when Germany was carrying on her ruthless submarine warfare he was 
able to show the Government that by marine risks being re-insured in 
Switzerland and other neutral countries, with further re-insurance in 
Germany, the enemy were easily ascertaining all about shipping move- 
ments. His service in tracing how the enemy secured much valuable 
information was acknowledged by the Government at the time. 


Big Business in Shipowning 
Insurance at a standstill, he went in first for “shipbroking and then 
for shipowning, foreseeing the possibilities that lay before those with 
the requisite courage and knowledge. Both were his in a marked degree 
and he had the keenest notions of freight rates, insurance, the manage- 
ment of vessels, and the tendencies of trade. Association with the 
best business brains of the Continent had broadened his dutlook, but he 
had learned above everything to move cautiously in new enterprises. 
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Thus the first shipping company had a capital of only £10,000, with 
which a ship of 5,400 tons, called the Darvimouth, was bought, nucleus of 
what ere long was to become a great mercantile fleet with a capital of 
£1,600,000, and consisting of seventeen modern ships representing 
something like 90,000 tons. ' 

Since the armistice the company has extended its operations by 
acquiring the engineering and shipbuilding firms of Blair & Co. of 
Stockton-on-Tees, and Richardson, Duck & Co. of Thornaby-on-Tees. 
Public confidence in him and his colleagues brought the capital necessary 
for all those ventures, and only the other day he was responsible for a 
three-million deal. His partnership with Capt. Lewis, a friend of thirty 
years’ standing, has proved of the utmost value, and Mr. Walter Gould, 
the chief’s cousin, has also helped to build up the fortunes of the company, 
with the active management of which he is still concerned. Recent 
reconstruction brought some interesting personalities into Gould’s 
Steamships and Industrials, Ltd., of which Mr. Gould is managing director. 
Most notable of them, perhaps, is Lord Ampthill, famous alike in Free- 
masonry and politics. Mr. William Graham, a genial and enterprising 
Cardiffian, and Sir William Diamond, expert in ship-repairing and the 
wittiest of raconteurs, are also co-directors with him. 


A Prominent Parliamentarian 


Next to his business achievements Mr. Gould has become prominent 
for his work in Parliament. The same qualities of quickness, courage, 
and persistence which have meant so much in business, combined with 
debating skill and the faculty of presenting a case, have brought him 
the respect and the ear of the Commons. He is one of the best dressed 
men in Parliament; the horn-rimmed spectacles and white spats which 
he always affects suit him well. Six feet in height, of athletic build, his 
features indicative of an almost aggressive determination, he stands 
erect and without any aids to memory when he addresses the House, 
which is always pleased to hear him because of a curious mixture of 
fluency and raciness with a combative assertiveness that must savour 
sometimes of impudence in the judgment of Front Bench quidnuncs. 
Two things indispensable in the Commons help him greatly—a sense of 
humour and a practice of speaking only on the subjects on which he is 
expert. He first attracted attention by his campaign against the 
Americans having the German interned liners. Since then he has won 
compliments from no less a person than the Prime Minister: genuine, 
sincere compliments, for masterly speeches on trade and industrial 
topics, especially the coal question and the fallacies of the Minets’ 
Federation. à 

Mr. Gould was one of the many business men who entered Parliament 
at the last election. He won Central Cardiff without the coupon in a fierce 
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four-cornered fight and had as many votes as the other three. candidates 
together. It must be confessed that only a few of the men eminent 
in their own world of finance, commerce, and industry have made good 
in Parliament; Mr. Gould is one of them. This is not perhaps the 
opportunity for discussing the reasons for failure on the part of most of 
them, beyond saying that they have been disillusioned about the ease 
with which they, in their innocence, imagined the methods of Westminster 
and Whitehall could be revolutionised, the Parliamentary machine 
modernised and made more efficient and expeditious, effective financial 
control established by a hitherto guillotined Commons, and vast quantities 
of red tape destroyed like dumps in France. 

Mr. Gould has himself found it difficult to put up with the circum- 
locution of legislation and administration. “ Bureaucracy,” he told me 
recently, “ stands so safely entrenched behind the assaults of business 
men; permanent officials will beat in tactics a committee of business 
men every time. The dictatorship of the executive is still intact behind 
the specious subtleties of Front Bench loquacity. And the business 
men have been baffled by antiquated, temper-trying, business-delaying 
points of order, the make believe of Parliamentary dialectics, andasystem 
of government in which the counting of heads, most of them absent 
during contending asseverations, prevail over both fact and reason 
whenever the Government whip is cracked.” That is a fair sample of 
Mr. Gould’s own speech-making style. Before entering Parliament he 
had been co-opted a member of the City Council of Cardiff, but yielded 
the prospect of being Lord Mayor soon, an ambition anyone might 
be pardoned for pursuing in his native city, because it did not fit in with 
Parliamentary representation of the same city. 


Other Public Honours 


Many public positions have come to him or been won by him, and 
besides, I suppose, he is president of more clubs than anyone in Wales. 
One of the greatest compliments ever paid him was when the seamen asked 
that he should be the independent chairman of the Maritime Board, to 
arbitrate between shipowners and themselves. In that capacity he 
threw himself heartily into the demand for the employment of British 
<rews in British ships. At one meeting the seamen were arguing about 
the amount of ashes a man could raise in a day, and Mr. Gould gave his 
opinion emphatically at once. “How could he «judge? ”’ someone 
asked, with something of a sneer. And he was given his quietus in an 
instant by Mr. Gould’s confession, or rather boast, that having worked 
before the mast he knew all about a little thing like that. He denies 
he has passed out of his own class, and as he wots sixteen hours a day 
he|can certainly claim to be a worker. 

Some of the older shipowners did not at first find favour with Mr. 

479 





Business - Organisation : and - Management. 





Gould’s efforts to reform life on board ship. To-day there are no such 
critics. Mr. Gould believes in treating his officers and men well. They 
work under the best of conditions; the food scale is always better than 
that laid down by the Board of Trade. At the offices of the firm he has 
provided a dining-room and retiring rooms. Dinners are served free to 
the staff every day. So far from claiming that this is generous Mr. Gould 
argues that it is worth the firm’s while, because it prevents loss of time, 
makes for a contented staff, and ensures the best results. . 

There are people who used to characterise Mr. Gould as a daring 
speculator in business ; in bolder language a born gambler. Those who 
know him best and are most familiar with his methods repudiate this, 
and declare that his biggest business decisions are the result of much 
thought and study of trade and industrial conditions and tendencies. 
He is, I gather, engaged on a work on the economics of banking and 
industries, and when this comes from the printing press we may the 
better be able to judge on what principles he has been working. It 
will doubtless be found that so far from taking a gambler’s chance in 
fortuitous ventures he has been steadily working out a policy based 
on a knowledge of the fundamentals underlying the trade and commerce 
of the world. 


Mr. Gould’s Principles of Success 


“What rules do I suggest for young fellows who want to be 
successful ? ” said Mr. Gould recently, repeating a question of mine. 
“ Above everything, I would say that success will never be won by men 
who are afraid of overtime. The man who looks at the clock half-a-dozen 
times in ten minutes because he happens to be kept a little to settle 
something and who all the time is wondering whether he is going to be 
paid for the few minutes’ overtime, is foredoomed to failure. A business 
motto I should like to place before every young fellow as he sets out on 
his life’s task is just this: ‘ The man who never does any more than he 
is paid foris never paid forany more than he does.’ After all the accounts 
of a man’s life are not made up every Friday night.” To save Mr. 
Gould from acrimonious correspondence it should be added that he 
holds no brief for the unscrupulous employer and believes in the rights” 
of the worker being fought for where they are wrongly withheld. Given 
the right spirit, resonable ambition and the necessary equipment of 
character and training everything in a business life depends, Mr. Gould 
says, not in guessing but in knowing the psychological moment—not 
doing things by impulse or by instinct, but in being able to judge the 
potentialities of a situation by hard thinking on scientific lines. 

To boys and youths about to enter on a business career his special 
advice is: “ Learn shorthand to an expert degree at any cost and 
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concentrate also on mathematics. Shorthand may bring.you the one 
big chance that matters ; it will save you from being an utter failure.” 


A Suggestion for Employers 

Of the future of British trade and industry Mr. Gould has no doubts, 
providing two conditions are observed: (1) that Labour will accept the 
fundamental economic laws on which trade depends and recognise that 
prosperity and industrial peace run in harness; and (2) that the State 
by taking its heavy hand off industry and trade of the country will 
give enterprise every freedom and individual genius the fullest play. 
On the first subject, he thinks the time has come when the employer 
must take Labour more into his confidence. “It would be an excellent 
thing,” he said to me, “if mass meetings of workers were sometimes 
addressed by the employer rather than by the trade union leaders, and 
if he were to place before them the whole of the facts of the trade, ` 
explaining his own difficulties and what is hindering development and 
diagnosing exactly the problem which they must mutually solve. Lack 
of confidence between employer and worker has been the cause of most 
of the trouble; if we can only break down the wall of suspicion and 
distrust industry may be rehabilitated and British trade revive.” 


A Business Reformer . 


Mr. Gould has himself set an example by candid communications 
to his own workers. “ Nothing,” he says, “ has held us back since the 
armistice so much as the prices of coal, and now that prices have come 
down, and peace in the industry seems assured for a long time, I believe 
we have turned the corner and that great possibilities lie before this 
country in the markets of the world.” We are not supplying half of the 
British goods which the great American public are anxious to take. This 
is a simple fact which he uses to indicate British business possibilities. 
A revival of export trade means a fillip to all the industries in the country. 
He stands especially for reform in our banking conditions and argues 
that we want stronger banks and greater development. His view on 
the banking situation is summed up in one phrase: “ The system of 
borrowing through the banks on the basis of collateral security is effete.” 

Above all, he stands for the further democratisation of business in 
this country. ‘‘ We must get rid,” he tells me, “ of the system of pro- 
motion by influence or by seniority; it holds business back. Ability 
must be the test. We may have sympathy for the older men in offices 
working at the same desk for forty years, but there are far too few young 
men at the head of departments in London, and I want to see that 
altered, because young men with vision can work miracles with British 
trade.” 

Mr. Gould seems destined to play a still more important part in 
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British politics and industry. But he must see to his health. Already 
he is having more breaks through illness than is good for a man under 
forty. Content in London to live in a flat in Park Lane he spends the 
week-ends now at his beautiful seat “ Ty To Maen” (an inaccurate 
description which means the “house with the stone roof”) midway 
between Cardiff and Newport. There in the summer he goes for romps 
with his charming little daughters, aged 15 and 13, and plays tennis and, 
less successfully, cricket. Eyesight defects prevent him from being 
expert in outdoor sports, so that in golf he has to be content with a 
fourteen handicap. He is more skilful at billiards and sometimes, not 
very often, surprises his friends with a sixty. break. Many pleasant 
hours are spent among the flower gardens at “ Ty To Maen,” and he is 
specially fond of music. His principal hobby is motoring, and he drives 
his car himself on long journeys for hours at a time. 





Industrial Development in South Africa 


Cee progress is being made in the industrial development of South Africa, 
and it is interesting to note that there is a corresponding growth in the 
European population of the Union. We learn from the energetic Publicity Depart- 
ment of the National Bank of South Africa, Ltd., London Wall, E.C 2, that the 1921 
census shows that the total European population has increased by 245,000, or 
19°3 per cent over 1911 figures, and is now 14 millions. A small but valuable 
permanent exhibition of South African products was recently opened at the Pub- 
licity Association Bureau, Cape Town, by the Minister of Mines and Industries, 
who stated that South Africa in the past devoted its attention to producing, and 
the time has now arrived to exploit foreign markets. Addressing the annual con- 
vention of the Federated Chamber of Industries on the 25th July, the Acting 
Prime Minister stated that the Government had definitely decided on a policy of 
industrial development and referred to the recently established Board of Trade 
and Industries to advise Parliament. It was not the Government’s policy or 
intention to create a Protective Board to deal only with tariffs, but to get men 
with broad views, not doctrinaire free-traders or protectionists. 

The President of the Convention protested strongly against the Government’s 
omission to include manufacturers’ representatives on the Board. He emphasised 
the interdependence of the manufacturer and agriculturist, an illustration of 
which was the recent establishment of a Maize By-product Factory in the Trans- 
vaal on modern lines, and the probability of opening others of a similar character, 
which will consume large quantities of maize. He also referred to the satisfactory 
progress of soap, candles, explosives, matchmaking, fertilisers, tobacco and fruit 
preserving industries. He mentioned the important activities in metal and 
engineering with an annual output valued at £13,000,000, and a consumption of 
£6,000,000 of raw material. He estimated that the iron and steel ndustry should 
produce 175,000 tons annually in the near future The annual output of chemicals 
he valued at over £5,500,000, and the gross value of the output in the textile 
industry, although in its infancy, at £3,000,000. As for the printing industry, local 
printing requirements are being catered for to an increasing extent, a paper mill 
being recently opened near Germiston, Transvaal. He also stated that a large 
factory for the manufacture of condensed milk was being established at Donny- 
brook, Natal. A rubber factory at Howick, Natal, is reported very busy, 
producing rubber goods of all kinds. 
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“Half the price of every commodity which the citizen buys consiste of direct and indirect 
taxation, including rates.” 





In Defiance of Adam Smith 


A System of Taxation which Outrages Every One 
of the Famous Four Canons 
By Dr. ELLIS T. POWBLL 
This outşpoken article expresses, with the utmost force and vigour, the intense 


resentment felt by the business man at the present crushing burden of taxation. 
Dr. Powell, a financial authority of great experience, shows that the Government’s 


fiscal policy is economically unsound, and puts a strangle-hold on every form of 
commercial enterprise. 





NoT so long ago an active City friend, engaged in work of an 
eminently productive character from the economic point of view, 
astonished me by saying that he was going away for many months. 
He was closing his offices, but would come back again after the turn of 
the year and re-gather the broken threads of his business connection. 
In answer to my expression of astonishment he gave a simple explanation 
of his conduct. He had, he said, already earned a sufficiency of income 
to see him through the year. If he stayed to earn more (which he could 
easily do) the greater part of it would be taken in income tax and super- 
tax. He saw no reason why he should earn money merely to pay it 
away to the Revenue officials, for them to scatter it to the winds by 
means of every species of superfluous and wasteful expenditure. There- 
fore he calmly withdrew his strenuous personality from the aggregate of 
economic driving power, and intended to lead a quiet life for the rest 
of the year. - 

His conduct is symptomatic. People will not work in order to earn 
money which is immediately taken from them in the shape of taxation. 
If they would do it, Carlyle’s immortal gibe would at length be justified 
and we should be demonstrated a nation of fools. Nor does the argument 
stop there. At the present moment, as was amply shown in a recent 
number of BUSINESS ORGANISATION AND MANAGEMENT, there is a 
universal demand that the burden of taxation shall be lightened before 
every profitable activity is crushed out of existence. Speaking with 
what is probably almost unique experience, I can say*that ip all directions 
capital, personal enterprise, personal ambition, and personal efficiency 
are being driven into apathy and idleness by the fact that the penalty 
of practical confiscation waits upon the success of every effort they make. 
As regards all moderate incomes from £300 to £1,500 a year, it may be 
affirmed that no less than half, or 10s. in the £, is at present being filched in 


_ direct or indirect taxation. And asregards the higher incomes, which, in so 
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many cases; represent the rewards accruing to the great financial, commer- 
cial, and industrial administrators and entrepreneurs, the fiscal drain 
probably rises as high as 15s. and 16s. in the £. No nation dependent upon 
a world trade could possibly survive in such conditions. The alternative 
stands plainly and inexorably before us. Either we must drag the 
strangle-hold of lethal taxation from the throat of national enterprise 
or we shall be precipitated into the limbo which holds the decadent and 
forgotten empires of the world. 





Five Canons of Revenue Collection ° 


Of all the sound doctrines taught by Adam Smith, none have 
obtained more general acceptance than his Four Canons of taxation. 
With the addition of a fifth (laid down, I believe, by Dugald Stewart), 
they constitute the Sinaitic code of revenue-collection. Every one of 
these Five Canons is, at the present moment, being systematically 
outraged by the gigantic bureaucratic organisation which (and not 
Parliament) really frames the taxation policy of this country. Adam 
Smith’s Canons, very briefly summarised, enact that— 

(1) Taxation should be proportioned to the respective financial abilities of 
the tax-payers on whom the demand is made. 

(2) The tax ought to be certain and not arbitrary in character. “The time of 
payment, the manner of payment, the quantity to be paid, ought all to be clear and 
plain to the contributor and to every other person. Where it is otherwise, every 
person subject to the tax is put more or less in the power of the tax-gatherer, who 
can either aggravate the tax upon any obnoxious contributor, or extort, by the 
terror of such aggravation, some present or perquisite to himself. The uncertainty 
of taxation encourages the insolence and favours the corruption of an order of 
men who are naturally unpopular, even where they are neither insolent nor 


rrupt. 

(3) Every tax should be levied at the tıme or in the manner at which it is most 
likely to be convenient to the contributor to pay it. 

(4) Every tax should take out and keep out of the pockets of the people as 
little as possible over and above what it brings into the public treasury of the State. 

(5) (This Canon is not Adam Smith’s.) The taxation should not beso heavy 
as to dry up the fountain from which it springs. 

It would be superfluous to point out the various ways in which these 
unchallengeable principles are set at nought by the entire code of fiscal 
legislation under which British business is harassed and all but 
asphyxiated at the present moment. Take a handful of brief examples. 
As regards the First Canon, nothing like an adequate differentiation is 
made between the Single man with no domestic responsibilities and the 
married man who is rearing and educating the future citizens of the 
State. Canon 2 is defied by a system of tax collection which, fay 
arbitrariness and complexity, puts the labyrinthine intricacies of Chinese 
grammar into the shade. As for Canon 3, the question of the tax- 
payer’s convenience never enters the official mind. In fact, the demands 
are frequently enforced at moments when their influence is crippling - 
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and disastrous to the last degree. The wholesome doctrines of the 
Fourth Canon are flouted by the ever increasing swarms of officials 
doing “work” which is either useless or economically pernicious. 
Finally, the bureaucratic contempt of the Fifth Canon is sufficiently 
demonstrated in the story with which this article opened. Yet it was 
but a single example of the widespread apathy and resentment engendered 
by the systematic confiscation, not only of the fruit of capital, but of 
the capital itself. 


Parable of the Unwanted Guest 


If we test the principles at issue by the humdrum economics of every- 
day life we shall discern how vitally peremptory they are. A man and 
his wife are earning a living which satisfies their needs and is-useful to 
the community. By and by they are told that every morning they 
must provide an interloper with a free breakfast. They acquiesce and 
do it, though it means that there is less food and drink for themselves. 
Later on, the intruder begins to appear at the mid-day dinner and again 
at tea. Finally, his objectionable presence is manifested even at the 
last humble meal of the day. He settles down as a permanent member 
of the dwelling. His demands are continually enlarged. The hardship 
does not end with free lodging and free board. The unwanted guest 
commences to inflict every possible form of annoyance upon his enter- 
tainers, and this at the most inconvenient times. They are ultimately 
crippled in the earning of his living and their own by the fact that hardly 
for a single moment are they free from some form or another of petty 
persecution. At last there comes a time when the worker and his wife 
put down their tools, and fold their arms in sheer disgust, since the 
greater part of what they earn is consumed by this intruder. They 
have come to the limit of their patience and their labour, and they will 

` work no more. f 

These things are a parable. We know that human nature would 
not last out as long as the story suggests. The patience of Job is a rare 
thing down among the roots of economic adjustment. Long before 
the petty persecution was systematised the explosion would have come. 
Asean industrial and commercial people, however, we suffer these things 
longer in our corporate capacity than we should tolerate them if they 
were inflicted upon us individually. But we have now reached the stage 
when every time that the citizen buys a meal for himself he must also 
purchase one for a bureaucrat. On every occasion when he goes to the 
theatre or the cinema he must book a seat for the unwelcome public 
official. Whensoever he lays out his money in food or drink he must 
expend an equivalent sum in satisfaction of the needs of a public 
parasitism. That is the real meaning of the melancholy truth that 
half the price of every commodity which the citizen buys consists of 
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direct and indirect taxation, including rates. And contemporaneously 
with these incessant demands upon his purse, the worker, be he in the 
financial, commercial, or industrial arena, is worried by an unending 
shower of rules, regulations, forms to fill, particulars to furnish, 
inquisitorial interrogatories to answer, duties, stamps, fees, rates, taxes, 
and every species of demand to provide for—until he declares that the 
pestering attentions of a swarm of angry wasps would be a mild infliction 
in comparison with these implacable bureaucratic exasperations. We 
must end the system or the system will end us. 


A Practical Suggestion 


To the question “ How ? ” the answer is, to a practical man, quite 
obvious and simple. What is wanted is a powerful Commission composed 
of perfectly independent heads of British enterprise. If they are outside 
the range of Party politics so much the better. No public official should 
on any pretext be among them. The business of the Commission should 
be to demand from every public department, upon which money is 
expended, the reason for its existence. If that reason be not rendered 
in a form which demonstrates the department an essential and irreplace- 
able factor in the economic life of the country, the fiat for its winding up 
within six months should instantly go forth. Every sinecure department 
and every sinecure official (and their numbers now run into tens of 
thousands) should cease instantly to be a drain upon the vitality of the 
nation at this most critical moment of its existence. The amount of 
money thus saved would seem almost fabulous when it came to be 
publicly stated. The relief to taxation would be immense if the same 
ruthless probe were thrust right down to the vitals of every organisation 
by means of which the money of the taxpayer flows away into vacuity. 
The nation would, in the first place, be dumbfounded at the stupendous 
character of the exposed abuses, and then immeasurably exhilarated by 
the lightness and freshness resulting from the removal of the burden. 
Finally, if the whole fiscal system were recast in accordance with Adam 
Smith’s original Four Canons, plus Dugald Stewart’s Fifth, we should 
not know the country in its rejuvenated aspect. The career of Mr. John 
Burns was started by his discovery of a dilapidated copy of Adam Smith’s 
masterpiece under the foundations of an old engine shop in West Africa. 
“Heavens! What a revelation that book was to me!” he once said. 
There is no reason why the solid principles of Adam Smith, translated 
into contemporary financial policy, should not confer equivalent enlighten- 
ment upon every taxpayer, for the new policy would put millions into 
his pocket, as well as method into his fiscal environment. 
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“ In every important city of the world there are innumerable firms on the look out for 
an opportunity to introduce new selling lines.” 





Developing Overseas Markets by means 
of Agents and Branches 


By F. Dogerrr May, A.C.I.8. 


Manufacturing firms who are attracted by the possibilities of opening up a foreign 
connection, or extending one already established, will appreciate the very practical 


advice given in this article on the best methods of organising a profitable export trade. 





We British manufacturers doing a large home trade have not 
yet turned their attention to the creation of a demand for their 
goods in overseas markets. They are probably executing occasional 
export orders but are making no determined or systematic efforts to 
introduce their goods to foreign buyers. 

Other manufacturing firms which have sprung into existence since 
1914 have been prevented from shipping their goods abroad owing to 
export prohibitions, lack of materials and difficulties in the matter of 
labour. 

Owing to the recent falling off in trade, many of these concerns are 
now turning their attention to the possibilities of overseas markets as 
outlets for their goods and as a means whereby they can convert into 
cash large sums at present locked up in stocks. With little ready money 
for carrying out a selling campaign abroad, the executives are forced 
to pursue a course which will incur minimum risk and expenditure. 


Agents and Payment by Results 

Before a large volume of business can be done abroad, the necessary 
demand must exist or be created. To ship out goods on consignment 
without first having thoroughly tested the ground and ascertained the 
probable demand to a nicety, would be a very risky procedure. Agents 
should first be appointed who can get into direct personal touch with 
local buyers. ‘In every important city of the world there are innumer- 
able firms on the look out for an opportunity to introduce new selling 
lines. If an agreement is made with such a firm whereby it is appointed 
as agent for the manufacturer on a “ Payment by’ Results ” basis, the 
principal may rest assured that his products will at least be introduced 
to foreign buyers who will be willing enough to buy if they consider 
the goods will have a ready sale. 

There are many courses open to a manufacturer for getting into 
touch with suitable agents. The Overseas Intelligence Department of 
the Board of Trade, also the Agency Department of the London Chamber 
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of Commerce, F.B.I., and similar bodies, are all willing to obtain names 
of likely firms in practically all countries of the globe. Other means 
to employ are— i 

(1) Advertisements in trade papers circulated in foreign markets. 

(2) Circulars to foreign buyers (names can be obtained from 
directories of shippers, merchants, etc.). 

(3) The services of recognised commercial inquiry agents. 


Fundamental Preliminaries 


Before a manufacturer follows any of the courses mentioned above, 
it would be advisable for him to be satisfied on the following points— 

(a) Whether there are any firms already on his books who would be 
likely to prove good agents and whose business would be liable to in- 
crease if some encouragement were given in the form of an agency com- 
mission. Probably such customers have not troubled to do any spade 
work, but merely purchased owing to the goods having been indented 
for by customers abroad. A .promise of reasonable remuneration for 
time and attention given to the introducing of the manufacturer’s pro- 
ducts, assistance by the free supply of adequate advertising material 
and samples, and easier terms of payment might be the means of 
converting these casual customers into enthusiastic agents. 

(6) What class of agent would be best suited for given markets. 
In many countries the appointment of a native firm would immediately 
lower the goods in the eyes of certain potential buyers: British mer- 
chant houses, in oriental countries especially, would probably refuse to 
purchase their supplies through the medium of a local native firm. In 
some countries Greeks, Jews, Germans, Americans, and even English- 
men are held in disfavour, and the manufacturer would be well advised 
to avoid appointing a firm whose principals were of a nationality likely 
to cause trouble in the district where it is operating. 

British merchants and commission agents are to be found in nearly 
all the large cities of the world. The reputation which the British 
trader enjoys for honest dealing is a sound foundation on which to 
build and preferable to the doubtful reputation which some foreigners 
,have acquired for shifty dealing. » . 

A general store doing a retail business should be avoided, as other 
general stores would probably refuse to buy from such an agent, but 
would purposely hantle a competitive brand if such was available. 

(c) What scope there is for increasing shipments to certain terri- 
tories and whether the additional business to be obtained warrants the 
appointment of an agent at all. An analysis should be made of past 
export sales, and, if possible, a summary prepared showing the value 
and class of goods shipped by the manufacturer to every country of 
the globe. Official trade returns should then be consulted and an 
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estimate made showing, for each country, what proportion ‘of the total 
imports of articles which the manufacturer handles emanated from his 
own works. Wher considering this point, sight should not be lost of 
the fact that there may be room for expansion and that the assiduous 
attention of a keen agent might result in an increased demand. A sum 
arrived at by multiplying the total number of possible consumers in a 
country by the quantity they could each consume per annum, should 
be compared with the total quantity exported in previous years. In 
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some countries the introduction of modern European habits and fashions 
has only just begun, and this should be borne in mind when making the 
above calculation, due allowance being made for a possible increase in 
the demand from what are now semi-civilised natives. 

When an analysis is made of past sales a study should also be made 
of*the class of trade which a manufacturer is supplying. It would then 
be possible to judge whether there is room for a possible expansion of 
business by canvassing other kinds of traders with whom the manu- 
facturer has not yet been in touch, but who might be induced, by means 
of a local agent, to place their orders direct with the manufacturer 
instead of purchasing from other sources. 

To sum up, if a manufacturer has satisfied himself as to (a) the 
advisability of appointing existing customers as agents, (b) the class 
and nationality of an agent best suited for a particular territory, and 
(c) the necessity for an agent and the class of trade whose custom is 
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desired, he must then decide upon the system which he intends to pursue 
in order to have his goods properly distributed and brought to the 
notice of all possible buyers. He can then proceed to secure the services 
of suitable agents. Due consideration should be given to the following 
courses which could be adopted— 

(1) Appointing a firm of commission agents residing in the foreign 
country. 

(2) Sending out a travelling representative from head office on a 
salary plus commission basis. 

(3) Appointing as agents a merchant firm with branches in the chief 
towns. 

(4) Opening a branch office and warehouse with its own selling 
organisation ; or 

(5) Forming a subsidiary company and manufacturing abroad. 


Commission Agents 

In good credit markets, where the manufacturer can draw upon cus- 
tomers with every likelihood of the bills being honoured, a firm of 
commission agents is probably the best type of agent to employ. When 
communicating with prospective agents, it would be advisable to 
inquire— 

(1) What other agencies they hold. 

(2) What number of travellers they have on the ground, what 
territory they cover, and how often customers are visited. 

(3) Names of bankers and trade references. 

If the prospective agents are handling the sale of other well-known 
articles and the manufacturers of these articles express satisfaction with 
their agents’ work, suitable representatives have probably been found. 
Incidentally, if they are calling on a class of trade likely to sell the 
manufacturer’s goods, the contribution by each principal towards 
travelling expenses of the agents would be almost negligible; in fact, 
in nine cases out of ten, the agents would expect to meet such expenses 
out of the total remuneration due to them in the form of commission 


ce by their various principals. 


Commission should be based on “ Cash received for all goods shipped 
to the agency territory ” and not on “ Orders received.” Payment of 
commission on goods which have not been taken up, or on orders 
subsequently cgncelle@, is thus avoided. 

The general duties of commission agents would be— 

(1) Call upon prospective customers and take orders either for ship- 
ment direct or for confirmation and payment by a merchant firm in 
Great Britain. 

(2) Distribute samples and advertising matter. 

(3). Obtain trade references and make judicious inquiries regarding 
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the financial standing and general trustworthiness of* prospective 
customers who desire credit. 

(4) Make recommendations as to selling policy and advertising. 

(5) Furnish particulars regarding the activities of competitors, send 
samples of their products, and, where possible, details of the prices 
they are charging and their sales methods. 

(6) If necessary, suggest alterations in design or packing of goods 
in order that local requirements can be met, buyers pleased, and sales 
thus encouraged. 

(7) Arrange for the placing of goods not taken up by customers. 

(8) Investigate on behalf of the company any causes of complaint 
arising from goods reaching their destination in an unsaleable condition, 
from whatever cause, trace the responsibility, obtain the necessary - 
documents to substantiate claims against the shipping company or 
underwriters, and submit suggestions for a compromise. 

Arrangements should be made for the payment of commission half- 
yearly or yearly. The principal would thus periodically review the 
results of his agent’s activities. 

The agency should be granted on the strict understanding that the 
agents would not handle any competitive lines, the manufacturer re- 
serving the right to terminate the agreement at the end of any year 
should the sales not reach a total mutually agreed upon. A sum should 
be fixed, which, if not reached, would make the agency of little value 
either to principals or agents. Thus, in the event of slackness on the 
part of the agents, the manufacturer could change his agents and appoint 
another firm more likely to attend to his interests in a satisfactory 
manner. 


Travelling Representative 

For certain lines which are ordered seasonally or only very occa- 
sionally, it is often unnecessary to engage a firm of commission agents, 
a cheaper method being to send out a representative chosen from the 
home selling staff. This representative, who would, of course, possess 
a thorough knowledge of the products he was selling, could be sent out 
at the time when the foreign buyers would be contemplating the placing 
of orders. 

The representative would carry samples and advertising matter, 
His actual travelling expenses would either be rhet in,full upon pro- 
duction of an account and vouchers, or a certain sum would be allowed 
per diem for hotel expenses, etc., but rail and steamship fares would be 
paid by the manufacturer. His remuneration would be on a salary plus 
commission basis and his duties would be similar to those outlined for 
a resident firm of commission agents. 

If the time at the disposal of the representative permitted but few 

491 








Business - Organtsation - and - Management 





visits abroad, then he should be instructed to pick out certain firms, 
whilst on his travels, which’ he could safely recommend as local repre- 
sentatives who might be granted a covering commission on all their 
own business. Thus, even in the absence of the representative, business 
would still continue, and orders would not be held up pending his 
arrival. 

Afterwards, provided the volume of business warranted the step, a 
branch office of the manufacturer could be established and the travelling 
representative would, in all probability, consent to act as resident 
manager. His intimate knowledge of the market and his personal 
acquaintance with the chief buyers would help to establish the branch 
on a stable footing. i 

An arrangement can sometimes be made with other firms doing a 
business with the same class of trade, but not in competition, whereby 
a representative is sent out soliciting business for them all. This often 
proves a very economical proposition and is recommended to firms who 
are not prepared to incur the expenses and risk of sending out a 
representative to attend to their interests solely. 


Merchants with Branches holding Stocks on Consignment 


In markets where direct dealings with native firms would be a very 
risky procedure, the appointment of a firm of merchants willing to take 
goods on consignment and introduce them to the native buyers is a 
course which is strongly recommended. Before any merchant firm is 
appointed it is advisable to be fully satisfied regarding the facilities 
available for storing and distributing. Some merchants, claiming to 
have branches and depots abroad, have, in reality, no depots at all 
other than public warehouses, nor branches other thari small native 
firms to whom they have given the grandiose title of Sub-Agents. This 
type of merchant should be carefully avoided. 

What is advocated is the appointment of an old-established merchant 
firm, carrying on a reciprocal import and export trade. Firms of this 
type have for centuries been the pioneers of British trade. They are 
staffed chiefly by keen ex-public school men, and resemble in spirit and 
enterprise the merchant adventurers of Queen Elizabeth’s time. : 

The agents appointed should agree to carry stocks at all their branches 
on a consignment basis and to remit monthly, without fail, for all sales 
effected. Payment of freight and duty could be made by the agents, 
who would be allowed to fix their own selling prices, accounting 
for their sales at the manufacturer's current export list prices, less 
whatsoever commission is due to them. 


(To be concluded.) 
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The investor, big or small, who would be proof against the wiles of the unscrupulous 
company promoter, cannot do better than follow Mr. Harnshaw’s wise counsel. 





Safeguards for the Investor 


By J. P. EHarnspaw, F.C.1.8. 


In the valuable series of articles which has recently been published in ‘‘ Business 
Organisation and Management '’ dealing with the flotation and administration of 
Companies, the author, a well-known financial expert, has sought to show that the 


Companies Acts are far from effective adequately to safeguard the investor against 
fraud. This article points out what steps should be taken by the prudent investor 
to protect himself, 





Ck have said that the investing public, in its eagerness to get 
rich quickly, is accustomed so to neglect elementary dictates of 
caution and discrimination that it is not worth while to attempt to 
protect it from the results of its own folly. While that is undoubtedly 
too spartan a view, it is nevertheless true that investors cannot hope 
for automatic protection by the law. The householder who leaves 
doors and windows open at night, relying upon the police to see that 
his belongings are not stolen, is pretty sure, sooner or later, to get a 
rude awakening. So is, and so must always be, the investor who swallows 
whole everything that is stated in a prospectus, without exercising a 
modicum of common-sense and discrimination, and who, having acquired 
shares in a company, becomes entirely apathetic to all that concerns 
his interest therein. 

It is obvious that the investor may be victimised in the first place 
by being induced to take shares in a company from which has been 
exacted a grossly excessive purchase consideration for the property 
which it has been formed to acquire, and, in the second place, through 
maladministration by the directors whose duty it is to faithfully safeguard 
the property and business committed to their charge. 


The Two Chief Methods of Fraud 


It has been shown in preceding articles that there are two main 
methods by means of which fraudulent promotion is practised. The 
first is by means of the sale (to a company) of property of little or no 
value through the intermediary of an evanescent vendor syndicate, 
and the second, by means of bringing into existence a company of the 
type known as “ prospectusless,” and by subsequently getting the 
shares of such company off-loaded on to the investing public through 
careful puffing by interested parties—a procedure characterised in a 
recent issue of The Times as “ one of the most discreditable features of 
the Stock Exchange system. 

It is, at first sight, difficult to see how the law could be so amended ` 
as to render impossible (or at any rate very much more difficult than it 
now is) the too hasty payment by newly formed companies of the, 
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purchase consideration for the property which they acquire. As a 
matter of fact, however, the Transvaal Companies Act of 1909 contains 
provisions rendering it illegal for a company to pay to a vendor any 
part of the purchase consideration payable in cash for the property 
which it has acquired until the expiration of three months from the 
date of the first allotment to the public. The Transvaal Act also renders 
void any transactions involving the purchase or sale of vendor shares 
(including any contract for such sale or purchase) entered into during 
the first six months of the company’s existence. These provisions are 
drastic, and any proposal that similar provisions should be incorporated 
in British Company Law would undoubtedly be criticised on the ground 
that legislation of this kind would interpose obstructive barriers in the 
path of the conduct of legitimate business. 


The Purchase Consideration 

The writer ventures to think that provisions of this nature, or some 
modification of them, might advantageously be incorporated in our 
Companies Acts. For, unless something can be done to prevent the 
too hasty payment by companies of the purchase consideration for 
property acquired by them, it is difficult to see how the evil of fraudulent 
promoters getting away with the proceeds of the sale of rubbish property 
can be overcome. Such provisions would impose upon directors the 
duty of making sure, before parting with the purchase consideration, 
that the property acquired by their company was, at any rate, approxi- 
mately in accordance with the representations of the vendors. It may 
be argued that this should be done before the company enters into 
a contract to purchase the property, but it must be remembered 
that such contracts are as a rule entered into between the sellers 
on the one hand and a trustee on behalf of the company on the other, 
and that the directors’ full responsibility does not accrue until the 
company itself has been registered. 


A Rubber Boom Fraud 


There are countless instances of the flotations of companies to acquire 
assets at grossly inflated values, discovery being made only after payment 
to the vendors of the purchase consideration that the property acquired 
was more or less valueless. For example, during the rubber boom of 
1909, a company was floated for the ostensible purpose of acquiring 
from a syndicate an*estate in Sumatra, the prospectus containing a 
glowing report by an expert, classifying tens of thousands of rubber 
trees into those which were ready for tapping and those which would be 
ready in succeeding years. Immediately after allotment, the purchase 
price (including a very substantial sum payable in cash) was paid over 
to the syndicate, which forthwith went into liquidation; within 
. twelve months the company followed suit, and it then came out 
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that the rubber “estate,” with its elaborately classified trees, was 
a practically impenetrable jungle, and that the “expert’s report” 
was an imaginative effort by a gentleman. who had not been near 
the property for several years. Says the reader: “ Unbelievable | 
Scandalous! Were the perpetrators of the fraud punished? Was there 
a compulsory winding-up?’’ No one was punished. There was a 
compulsory winding up, but the official receiver did not find himself in 
a position to institute any proceedings, although he was compelled to call 
up the unpaid share capital in order to discharge the company’s obligations. 

Were there a compulsory interval of several months between allot- 
ment and payment of consideration, directors could scarcely expect 
shareholders to be satisfied with an admission that the former had 
completed the purchase of a worthless, or even of a grossly over-valued 
property. They would naturally expect their trustees, the faithful 
custodians of their interests, to have procured from an independent 
source something in the nature of confirmatory evidence that the repre- 
sentations made in the prospectus were prima facte true and well grounded. 


Prospectusless Companies 


With regard to prospectusless companies, it appears to the writer 
that the applicable provisions of the Companies (Consolidation) Act 
have been taken advantage of in the vast majority of cases for the 
purpose of getting wildly speculative or even worthless shares indirectly 
subscribed by the investing public. No prospectus—no representations 
(no misrepresentations even)—no risk or fear of directors’ liability. 
It is suggested that those provisions (contained in Section 82 
of the Consolidation Act) be entirely expunged. Who, other than the 
fraudulent promoter, would suffer? We should then have companies 
which do invite public subscription to their shares, and companies which 
do not. The former, as now, would be governed by the law relating to 
prospectuses, while no company of the latter class would be able, after 
flotation as a company making no public appeal for subscriptions, to 
subsequently get its shares into the hands of the public indirectly by 
means of unscrupulous puffing. As long as the law recognises the 
prpspectusless company, capable of issuing shares to the public indirectly 
and without responsibility, so long will there be a way round the 
provisions relating to prospectuses. It may be remarked in passing 
that the Committee ot the London Stock Exchange have recently incor- 
porated in their permanent regulations what was formerly a temporary 
requirement for dealings in new issues to be specifically sanctioned by 
the Committee ; nor will such sanction be given until an authoritative 
statement has been published containing certain specified particulars 
concerning the company which is desirous of making a market for its 
securities. 
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There is, of course, yet another way of getting round the provisions 
of the Companies Acts relating to prospectuses, and that is by putting 
an issue on the market by means of what is known as an “ offer for sale.” 
This involves the subscription of the entire issue by an intermediary 
syndicate, which, however, must take the issue firm, and itself offer it 
to the public ; so that a considerable measure of financial standing and 
resource on the part of the intermediary syndicate is a sine qua non. 
The objection to this method of finance is that the intermediary syndicate 
makes an intermediate profit, and that, as the company itself has no 
interest in the result of the offer, it is not necessary for the regulations 
regarding prospectuses to be complied with. However, it must be 
admitted that issues of the highest class are sometimes placed on the 
market in this manner. 


Sound Advice to the Investor 


For the rest, let the investor sharpen up his wits. Boom or no 
boom, let him exercise care and discrimination in selecting the new 
issues to which he subscribes. And having had shares allotted to him, 
or having bought shares, let him get an intelligent grasp of his powers 
of control over those who should be the guardians of his property. Above 
all, let him spare a little time and money in order to attend meetings 
of shareholders, bearing in mind that such meetings furnish the sole 
opportunity that the members of a company have of exercising any 
control whatever over the conduct of the company’s business. As pointed 
out in an earlier article, the directors and management of a joint stock 


` . company form together a highly centralised organisation, whereas the 


. general body of shareholders have no organisation whatsoever, and are 
normally scattered to the four winds of heaven. Moreover, when a 
company is formed, it has no shareholders other than the signatories 
to the Memorandum of Association. The appointment of the first 
directors is made by the promoters, and if they are inefficient or unmindful 
of the interests of the shareholders, it is only the latter themselves who 
can effect any change in the personnel of the board. Shareholders 
should therefore seize every opportunity of getting together, of attending 
meetings in a sufficiently critical spirit, and of making every effort, to 
avoid falling into a state of atrophied apathy in which they meekly allow 
themselves to be led by the nose. The writer has attended scores of 
company meetings, at a very large number of which criticism and strong 
action by the body of shareholders was obviously and urgently desirable, 
but at which, nevertheless, the great majority of the shareholders present 
raised their right arms to signify their approval of the course of action 
dictated by the board with the automatic regularity of a company of 
soldiers going through a movement in response to a word of command. 

The law, as it exists, provides for the appointment by the Board of 
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Trade of inspectors upon application by members holding not less than 
one-tenth of the issued share capital of the company. Where such an 
application is made, the Board of Trade requires to be satisfied that there 
is an adequate reason for requiring inspectors to be appointed, and also 
that the application is not promoted by malice. Applications pursuant 
to the Section (No. 106) are, however, extremely rare. The 
attitude of mind of an inspector, or inspectors, appointed by the Board 
of Trade would probably be similar to that of official receivers, and 
experience has proved that the latter are ultra cautious in any strictures 
that they may have to make upon the conduct of directors and officials. 
The procedure of Government officials, moreover, is notoriously slow and 
very formal. 

Were it possible to employ professional experts, highly skilled in 
company law and finance, there would be a lot which could be 
said in favour of such procedure. However, it is impracticable, 
and for the following reasons. The employment of such an expert 
would, in the first place, have to be sanctioned by law; and it is not 
to be hoped that the legislature would sanction the employment of any 
but official Government investigators. A further grave, if not wholly 
insuperable difficulty, is that, before such a professional expert could be 
employed, the shareholders in general meeting would require to authorise 
his employment, and would require, moreover, to guarantee the necessary 
funds. Thus at every turn we come up against the outstanding fact 
that the obstacle in the path of independent action by the shareholders 
of a company is their lack of organisation or cohesion. Normally they 
could only be communicated with by the officials of the company, and 
the only practicable manner in which they can take independent action ` 
is by means of the assumption of leadership by some public-spirited 
member of the body of shareholders possessing sufficient toughness of 
fibre, business ability, reputation for integrity, and pugnacity, and who, 
by means of agitation and circularisation, is able to get into touch with 
a large number of his fellow shareholders. 

The position of the shareholders of a company is analogous to that 
of the members of a Trades Union or the members of a constituency of 
a Member of Parliament. Once the director or Trades Union delegate 
or the Member of Parliament is elected, it is a matter of extreme difficulty 
for those whom he represents to exercise any control over his actions. 

In conclusion, therefore, the writer urges upon the investing public 
the prime and paramount necessity of exercising their discretionary 
faculties in the choice of investments, and the necessity (equally urgent) 
of divesting themselves of that extraordinary apathy which is the factor 
upon which the dishonourable promoter and director depends above 
all things in carrying on their trade. Failing the exercise of these 
faculties, no provisions of the law which are practicable can save the 
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more or lesś apathetic investor from being plundered. At Somerset 
House there are several extremely bulky registers of the names of com- 
panies. These registers contain tens of thousands of names, and it is 
probable that a surprisingly large number of these companies are of a 
more or less wild-cat nature, carrying on no useful or profitable business, 
and kept alive for just so long as their funds hold out to provide for 
the payment of directors’ fees and salaries. 





. Traps for Unwary Exporters 


[J SEFUL advice for exporters is contained in an article entitled ‘ Pitfalls in 
Export Trade,” which appeared in a recent issue of the Times Trade Supple- 
meni, The writer emphasised particularly the necessity for careful packing of 
goods intended for export, and says that many wood packing cases arrive at their 
destination broken, with the contents damaged, because the man who nailed the 
box or crate together failed to put in the right number of nails. Bales should not 
be bound with rope. American firms have lost many good orders through ‘‘ tying 
up their parcels with a bit of old string.” The best ties are painted iron or steel 
strips about 1jin wide at least and 7in. to 8in. apart. 

Goods, such as cotton piece goods, intended for damp tropical countries, such 
as Central America, should have a layer of oiled or heavy manila paper between 
them and the outer cover. If this is not done, rust from the iron bands may 
work through and damage all the goods, since it is likely to touch the folds, and 
so run the whole contents of the bale® In many countries duty is by gross weight, 
and too heavy a container means a heavy Customs tax for the importer. 

When sending goods to the Pacific coast of South America it should be remem- 
bered that they have, as a rule, to be unloaded by means of derricks from the 
ship into lighters ın the open roadsteads. This fact means that the packages should 
not be too bulky, that they should be strongly packed (ıt ıs extraordinary how 
often they slip from the sling and fall with a crash into the lighter), and that 
special care should be taken to render them watertight, the waves often breaking 
right over the lighters as they approach the shore. 

One of the most serious complaints made against American firms is that they 
do not know how to pack; and while the reputation of English firms is very high 
in Latin America for careful packing, it is an asset that should not be jeopardised 
through the mistakes of firms entering the market for the first time. 

Customs regulations are connected with some of the most serious pitfalls that 
beset the exporter’s path, and special care should be exercised by those who are 
trying to trade with France. Special powers have been granted there to the 
Customs officers, which have made them absolute autocrats, and mistakes are 
frequently severely penalised even where there is no possibility of any attempt 
at defrauding the revenue. There are European countries which have literally 
four or five tariffs one behind the other, and some, like France, have adopted a 
system of co-efficients which can be increased at a few days’ notice A co-efficient 
is a number by which the ordinary tariff is multipled and is usually employed 
with a quantity tariff «For example, if the duty was in pre-war days 1f per 1b., 
a co-efficient of § would mean a duty of 5f. per 1b. 

Exporters must also remember that France 1s one of the countries in which a 
law has been passed allowing an importer to declare that he cannot pay his debts 
at once, but will do so when times become normal. As there is no probability of 
things becoming normal for several years, to all intents and purposes this means 
that any French firm which chooses to do so can delay paying its obligations for 
years, and though most importers have not taken advantage of this most unfair 
regulation, there are exceptions, and many British firms have been severely hit 
in consequence, 


498 
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Education for Commerce 
The Secret of Staff Efficiency 


By GLADYS A. Burton, B.A. 
Director of Education, Selfridge & Co., Ltd. 


HE idea that we need Education for Commerce is one of the great 
creative thoughts of the present century. And the stress of the 
times is such that this thought must be immediately worked out in action. 
It is not too much to say that not one single industrial or commercial 
difficulty will be permanently solved until the power and the spirit of 
education have made themselves felt in industry and commerce. 

The responsibility resting upon the shoulders of those who are leading 
the way in this work is indeed heavy, for upon them lies a great part of the 
task of healing the present troubles. Unions of employers and of employed, 
and the experiments of individual business men, may, by mechanical 
arrangements of payment and of conditions of work, relieve pain and 
distress and discontent for a moment, but there can be no sound health 
in the body politic until there is a change of spirit. And this can be 
brought about by education alone. 


Self-Expression and the Spirit of Service 

It is therefore of supreme importance that those who direct educational 
activities in industry and commerce should themselves be inspired with 
the spirit which is to heal the world—the spirit of service. Organisation, 
systems, curricula, are in themselves nothing but dry bones, and should 
occupy but a minimum of time and energy. Nothing real and progressive 
is being done unless the two-fold aims of education—self-expression and 
service—are being pursued. It should be the great object of our lives to 
develop self-expression and the joy of service in the thousands who 
come within the sphere of our influence. In so doing we may help to solve 
the seemingly insoluble problems of the day. The only reason why they 
are not now being solved—indeed why they ever rose at all in their present 
acute form—is because of the lack of education on the part of employers 
and employed, the lack of understanding of the aris of self-expression 
and service. 

For man has two fundamental sets of instincts—the selfish and the 
altruistic—and both must be generously gratified if harmony and happi- 
ness are to ensue. In the past, employers have demanded service from 
their employees, but have allowed them no rights of self-expression. 
And now it seems almost as though the employees were revenging them- 
selves by giving a minimum of service but insisting on vigorous forms 
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of self-expression. Both policies must lead inevitably to disappointment, 
unhappiness, and disaster, for in both cases the worker is treated, or 
treats himself, as a one-sided creature, either as one who must give or 
as one who must get. 


Promoting Efficiency through Happiness 

The aim of education in business should of course be to develop to 
the utmost the human resources of the industry or business with which 
we are associated. We need not strive to secure a complete and perfect 
scheme of instruction, but rather to promote happiness in work, and, 
through happiness, true efficiency. Employers and employed have yet 
to learn that efficiency is the normal outcome of happiness, rather than an 
achievement accomplished through any system of instruction or mental 
gymnastics, or through strain and pressure. 

Efficiency is a cold-sounding word, because it is often used in a narrow 
sense. The aim should be rather to promote effictency in living, to 
foster the growth of the whole personality. It follows that in making 
good (that is, well developed) men and women one cannot but make good 
citizens and good workers ; business efficiency is the logical outcome of 
good education, rather than its sole aim. 


Educating the Staf at Selfridge’s 

The methods of our Staff Training Section are many and varied, and 
are constantly adapted and re-adapted to suit the ene of the 
different departments. 

Special attention is given to all newcomers. If they are joining the 
selling staff they have the systems of the organisation thoroughly explained 
with the help of enlarged charts, and are given as much practice as they 
need in making out bills to suit every emergency. This instruction is, 
of course, absolutely essential if mistakes are to be reduced to a minimum, 
and it emphasises from the outset the need for co-operation between the 
selling staff and such “ behind-the-scenes”’ sections as the counting 
house and the despatch department. No assistant is allowed the use 
of a sales book until he has satisfied the education department, by means 
of a fairly stiff test following the course of instruction, that he can safely 
be trusted with one. Moreover, the policies of the house and our attitude 
towards customers are fully described, every opportunity being given 
for questions apd dis@ussion; the traditions and rules of the house are 
explained, as also are the possibilities of taking part in our social life ~ 
in its many aspects, and of expression as ‘‘ members ” of the organisation 
through the staff council. All these matters are set out in our Guide 
Book, a copy of which is given to every new member. A similar 
series of talks is given to those who are joining one of the non-selling 
sections, with the omission of the instruction in system. 
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Newcomers are followed up with interest. They are given an outline, 
clearly set down for reference, of the general scope of their studies, and 
the broad facts with which they must be acquainted before two or three 
months shall have passed. The head of each stock undertakes to give 
the required instruction. We take an early opportunity of rubbing 
shoulders with them in their department, to find out if they are happy 
and have made a good start. This contact brings many opportunities 
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far suggesting special lines of study. When the appointed day comes 
round the new member is given a practical test, conducted by the educa- 
tion department in collaboration with the buyer, and in this way, his 

progress is clearly brought to light, and his next seep in “ stock study ” 
` (as it is called) is indicated. y 


Teaching Salesmanship 
In trying to encourage a keen interest in merchandise and in salesman- 
ship, we make considerable use of the selling demonstration. This is 
a little drama enacted in a selling department to represent a selling 
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transaction. It is held early in the morning, before the store becomes 
crowded, and is attended by the whole department. An assistant is 
chosen to serve, and a suitable “‘customer’’ is also selected. The 
members of the department form the audience. The customer’s aim is 
to test the assistant’s knowledge of his goods, his judgment and taste, 
his skill in handling a difficult psychological situation, and his ideas 
about the business policies of the house. When the sale is completed, 
the salesman’s conduct of the transaction is reviewed in a friendly but 
critical spirit by his fellows and by the supervisor of the demonstration, 
and he either accepts the criticism or defends himself vigorously. Any 
point regarding the merchandise shown is referred to the buyer of the 
department who is always present for this purpose. A report of the 
demonstration is drawn up for the use of the Director of Education. 


Training Future Departmental Heads 

Without going fully into the various educational enterprises which 
have sprung up spontaneously among the more senior members, we may 
mention the “ Underbuyers’ Business Course.” 

This last-named venture arose out of a correspondence course which, 
when the Armistice was signed, we offered our men who were serving 
with the colours and awaiting demobilisation. Each man chose any two 
general subjects—such as English, Arithmetic, History, or Psychology— 
for which we engaged tutors from Oxford University to coach him by 
correspondence—and also a business course issued from our education » 
office. As a result, we determined that everyone aspiring to become a 
head of a department would do well to satisfy the management that he 
was sound on the theoretical and scientific aspects of the business. 

The Underbuyers’ Business Course is run as follows: Papers are printed 
and distributed on such subjects as “ Knowing the Merchandise,” ‘‘ The 
Control of Stocks,” “ The Science of Profit-making,” “ The Keeping of 
Selling Records,” ‘‘ The Ordering, Receiving, and Marking of Merchan- 
dise,” “ Advertising,” “Letter Orders,” ‘‘ Leadership in Business,” 
etc. The students then meet the director or manager, who is considered 
the expert on the particular subject, and discuss it with him. Question 
papers are then distributed. We quote at random a few questions set 
which show something of the range of knowledge required— 

“ Describe the process of production and manufacture of any article 
of merchandise in wkich you are interested.” 

“ What are the essential factors of successful buying ? ” 

“ To show a profit of 20 per cent, what percentage must be added to 
the cost? Show how you arrive at your answer.’ 

“Do you agree with the policy adopted by the house of centralised 
control of merchandise? In what ways does it benefit the house and the 
‘buyer ? ” . 
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“ Why are records so much more used in a large store then in a small 
shop? Illustrate your remarks from the documents we use in ordering, 
receiving, and marking merchandise, showing the absolute necessity of 
each step in the system.” f 

The answers are examined by the education department, comments 
and amplifications are added, and a general estimate of the paper inscribed 
in the confidential records held by the management of everyone who is 
considered to understudy a buyer or section head. Where a weakness 
is discovered it is met by private tuition, including a personal investigation 
of the system or branch of knowledge concerned, and a further report is 
then added to the records. 

Such are a few of our present methods, but they do not form part of 
a rigid system and will no doubt change and develop year by year. 


Centralised Staf Control 


It will no doubt be patent to every experienced business man that no 
such training can be satisfactorily given in any business unless the staff 
as a whole are regarded as a department which demands close and 
expert study—that is, unless the management of the staff is centralised 
instead of, as is at present almost universal, there being no staff manage- 
ment per se, each manager or foreman being responsible for engaging, 
promoting, and discharging his own men. That indeed is a fundamental 
problem of business organisation and management, and probably no 
great creative work among the employees can be done without such 
centralisation. 





Training for Commercial Examinations 


AY attractive new prospectus issued by the Premier Commercial School, 69 
Lonsdale Street, Bradford (Principal, Mr. Herbert H. Negus), has been sent 
us for notice, and those of our readers who are considering the advantages of 
utilising the long evenings of the coming winter for the purpose of acquirmg new 
examination and business qualifications would be well advised to procure a copy. 
Personal or postal tuition 1s given on advantageous terms on all commercial sub- 
jects, and there are special preparatory courses for the secretarial and accountancy 
professional diplomas. There are also courses for business men ın banking and 
currency, economics, company law and practice, shippmg law and practice, rail- 
way law and practice, costing, office organisation and management, and other 
subjects. Mr. Negus has a remarkable record of examination successes in a wide 
range of commercial subjects standing to his own credit, while the many flattering 
testimonials contained in the prospectus bear witness to the success of his coaching 
methods. 
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~ The Chairman’s Art 


By ALBERT OREW, Barrister-at- Law 
_ Author of “The Conduct of and Procedure at Public and Company Meetings.” 


II1].—The Powers and Duties of a Chairman 


His General Authority 


d Baws authority which a chairman has is delegated to him by the 
company through its articles ; but apart from express provisions in 
the articles the chairman collects his authority from the company in 
general meeting or from the board of directors, over which he presides. 
The chief function of a chairman is to make it possible for a meeting to 
conduct its proceedings in an orderly fashion, so that its opinion on any 
matter properly before it can be properly obtained. It is his duty to 
conduct the meeting in such a way that the business thereof may be 
transacted and so facilitated that the results are clearly and well defined. 
At a meeting of directors he represents not only the directors but the 
company, and at a general meeting of the company he is primarily the 
representative of that meeting, and not that of the directors. 

He must exercise his authority discreetly and impartially, as any 
improper use of his powers or want of good faith might put him in an 
invidious position. If the chairman wisely or unwisely takes responsi- 
bility he must necessarily take the consequences. If he acts reasonably, 
impartially, bond fide, and in the interests of the company as a whole, 
paying some regard to the rights of minorities, he will usually steer clear 
of those risks which every fair-minded chairman avoids, particularly if he 
always remembers that apart from the articles, he collects his authority 
from the meeting. 


The Duty of a Chairman to Maintain his Ruling 
It is the bounden duty of a chairman to maintain his ruling on points 
of procedure. When he deliberately rules, e.g. “ that a certain amend- 
ment cannot be put, it would be improper and indecent for any sharg- 
holder to discuss the propriety of the chairman’s ruling,” Lopes, L.J., 
in Henderson v. Bank of Australasia, 1890, 45 Ch.D., at page 350; and it 
is not necessary for a dissentient shareholder to challenge the ruling of 
the chairman to preserve his rights, i.e. acquiescence in the chairman’s 
ruling does not mean the abandonment of any rights a shareholder may 
have. “Then it is said that Mr. Henderson had acquiesced in the 
ruling (of the chairman) and lost his rights. He insisted on his right to 
move his amendment and the chairman ruled it could not be done. It 
was not for him to keep up an altercation with the chairman, nor would 
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he lose his right by acting under the ruling of the chairman,” per Fry, 
L.J., in Henderson v. Bank of Australasia (supra). 

If the chairman’s ruling be wrong he is subject to being called upon 
to answer for his conduct, and legal proceedings may follow, which may 
result in declaring the proceedings invalid. : 


General Duties 

The chairman of a general meeting of a company has primd facte 
authority to decide all incidental and emergent questions which arise 
at such a meeting and which necessarily require decision at the time, 
and the entry by him in the minute book of the result of a poll or of his 
decision of all such questions, although not conclusive, is primd facte 
evidence of that result or of the correctness of that decision, and the 
onus of displacing that evidence is thrown on those who impeach the 
entry ; re Indian Zeodone Co., 26 Ch.D., 70. 

His general duties include the following— 

1. To ascertain that the meeting has been properly convened and is 
properly constituted, i.e. the proper notice has been sent to the members 
in strict accordance with the articles, that there is a quorum of members 
present, and that his own appointment is regular and in order. 

2. That the items of business are taken in the order as set out in the 
agenda paper, unless that order is subsequently altered with the consent 
of the meeting. 

3. That sufficient and reasonable opportunity is given to those who 
wish to speak to express their views on the subject under discussion, 
and that the rights of minorities are not ignored. 

It is desirable to call on speakers by name unless the matter under 
consideration is thrown open for general discussion. In case of dispute 
he is entitled to determine who should address the meeting, and protect 
the speaker from interruption. 

4. To allow no discussion unless there is some motion before the 
meeting. No irrelevant discussion should be allowed. 

5. To preserve and maintain order. “It is no doubt the duty of a 
chairman of a meeting where a large body‘of people are gathered together 
to do his best to preserve order,” Pollock, B., in Lucas v. Mason, L.R., 
10 Ex., 251. 

6. To see that the business transacted fairly comes within the scope 
of the meeting, and particularly to determine whether any resolution or 
amendment thereto falls within the scope of the notice-convening the 
meeting, and conform to any provisions of the articles as to notice or 
other requirements. His more important and fundamental powers and 
duties will be taken seriatim and discussed fully. 

7. To decide and determine all incidental points of order, to order 
the removal of disorderly persons, and to adjourn the meeting when it 


is impossible to maintain order. 
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The Chairman's Power of Adjournment 

Apart from the articles, the chairman has no power to adjourn a 
meeting nor dissolve it while any of the business for which it was called 
remains untransacted. “In my opinion the power which has been 
contended for is not within the scope of the authority of the chairman— 
namely, to stop the meeting at his own will and pleasure.... The 
meeting by itself can resolve to go on with the business for which it has 
been convened, and appoint a chairman to conduct the business which 
the other chairman, forgetful of his duty, or violating his duty, has 
tried to stop because the proceedings have taken a turn which he himself 
does not like ” (Chitty, J., in National Dwellings v. Sykes, 1894, 3 Ch., 
page 162). In Catesby v. Burnett, 1916, 2 Ch., 325, the chairman left the 
chair before the business of the meeting was completed, and the meeting, 
having selected another chairman and continued its proceedings, it was 
held that such business was validly transacted. If the articles provide 
that the meeting may adjourn itself, the power obviously lies with the 
meeting only, i.e. a majority of those present, and in the case of a statutory 
meeting it is expressly laid down in Sect. 65, “ The meeting may adjourn 
from time to time”; in both cases the chairman has no right to adjourn 
apart from a decision of the majority. If there is no express provision 
in the articles as to adjournment, it is suggested that neither the chairman 
nor the majority of those present can adjourn a meeting. Practical 
unanimity is required, and if the chairman or majority insist on adjourning 
a meeting there is apparently nothing to prevent a minority, provided 
it constitutes a quorum, continuing the business of the company, and 
binding the company by the business so transacted. 

Table A, Clause 55, provides that the chairman may, with the consent 
of any meeting at which a quorum is present (and shall, if so directed by 
the meeting) adjourn the meeting from time to time and from place to 
place. In this case, the power of adjournment rests with the majority 
of the meeting. Where articles provide, as is usual, that the chairman 
may, with the consent of the members present at any meeting, adjourn 
the same, it was held upon the true construction thereof that the 
chairman is not bound to adjourn a meeting even though a majority of 
those present desire the adjournment (Salisbury Gold Mining Coe v. 
Hathorn, 1897, A.C. 268). 


Exercise of the Closure 

The chairman’s exercise of the closure or the “ gag,” as it is commonly 
called by its opponents, is perfectly justifiable in certain circumstances. 
At a meeting of shareholders it is not competent for the majority to 
come determined to vote in a particular way on any question, and to 
refuse to hear any arguments to the contrary; but when the views of 
the minority have been heard, it is competent to the chairman, with 
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the sanction of a vote of the meeting, to declare the discussion closed and 
to put the question to the vote. “ As to the closure, I think if we laid 
it down that the chairman, supported by a majority, could not put a 
termination to the speeches of those who were desirous of addressing the 
meeting, we should allow a small minority,or even a member or two, to 
tyrannise over the majority. The case has been put by Mr. Cozens-Hardy 
as the terrorism of the majority. If we accepted his proposition we 
should put this weapon into the hands of the minority, which might 
involve the company in all-night sittings. That seems to me an 
extravagant proposition, and in this particular case there seems to have 
been nothing arbitrary or vexatious on the part of the chairman or of 
the majority. I am not, of course, saying that the majority must not 
listen to reasonable arguments for a reasonable time ” (Chitty, L.J., in 
Wall v. London and Northern Assets Corporation, 1898, 2 Ch., at page 483). 


Powers as to Resolutions and Amendments Thereto 


A question of fundamental importance which a chairman has to decide 
is whether resolutions or amendments thereto are in order. The 
supremacy of the majority, however large, at a general meeting of a 
company is not absolute, still less is that of the chairman. Great as are, 
indeed, the powers of majority and in a less degree that of the chairman, 
all such powers are subject to those general principles of law and equity 
which are applicable to all powers conferred on majorities, enabling them 
to bind minorities. They must be exercised not only in the manner 
required by law, but also bond fide for the benefit of the company as a 
whole (AWen v. Gold Reefs of West Africa, 1900, 1 Ch., 671). If the 
chairman misinterprets or misunderstands or misconceives his powers 
and duties the support or ratification of the company, by however great 
a majority, will not avail him. The only cure would be absolute agree- 
ment on the part of every member of the company, which is usually 
practically impossible. 

Such instances on the part of a chairman of a company may have 
very far reaching consequences. In Catesby v. Burnett (supra) a resolution 
was objected to, proper notice of which had been given in accordance 
with the articles, the purport of the resolution being, inter alia, to substitute 
another director in place of the chairman. The chairman ruled the 
resolution out of order, declared the meeting at an end, and left the room. 
The meeting thereupon elected another chairntan, appointed other 
directors, and the Court held that such directors were validly elected, 
and the chairman and his co-director disappeared from the councils of 
the company. Resolutions and amendments thereto must therefore 
come within the scope of the notice convening the meeting, and conform 
to any provisions of the articles as to notice or other requirements. 
Much difficulty and danger may arise from amendments as to relevancy 
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and notice. ‘If notice is required in respect of a resolution, it is probable 
that notice of a relevant amendment thereto is not necessary in the 
absence of provisions in the articles. After any motion, including a 
substantive motion, has been accepted by the meeting, no amendment 
inconsistent with it should be submitted, as the acceptance of a prior 
proposal negatives the inconsistent amendment, assuming that all 
relevant amendments have been properly disposed of before the original 
motion. Chairmen often refuse an amendment because it is not seconded, 
but in the absence of specific provision in the articles, this ruling is wrong, 
ve Horbury Bridge Coal Co., 1879, 11 Ch.D., 118. When the chairman 
rules an amendment out of order there is no obligation on the part of the 
mover of the amendment to contest that ruling or leave the meeting, 
and he does not lose any rights by acting under the ruling of the chairman 
(Henderson v. Bank of Australasia (supra) ). 

If there is the slightest doubt as to whether an amendment is in 
order or not it should usually be allowed to be put; this will safeguard 
the ultimate resolution if it turns out in the end that the amendment 
is, in fact, relevant and germane to the resolution. The chairman has 
often to make up his mind at once upon the validity of amendments, 
and when he is fairly certain that the amendment will be lost there is 
no real harm done in allowing an amendment, which he thinks with 
some hesitation is uliva vires. Autocratic chairmen often reject amend- 
ments which have no chance of success, thereby endangering the ultimate 
resolution on the ground of some apparent small technical objection, 
which may have no substance in fact. An autocratic chairman must 
not only be benevolent but intelligent, and when he sacrifices the sub- 
stance of a resolution for the shadow of an amendment and trouble 
follows he only gets what he deserves. 

If a motion, to which an amendment is moved, is withdrawn, the 
amendment also usually disappears, but if the motion is one which 
does not require notice the amendment may be moved as an independent 
motion. 
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“Even organisation can be carried to eacess.... Hacessive eupenditure for 
organisation is a bad debt.” 





Shipping Investments 
A Little Advice to Shareholders and 


Prospective Investors 
By Rosert B. PAUL 


Never invest money without having first made exhaustive inquiries. A cautious 
investor not only studies financial journals carefully, but also makes it his business 
to obtain “inside information °’ about the company or undertaking in which he 


proposes to invest. It is an easy matter to invest money, the difficulty lies in making 
sure of a fair dividend, and even more so of being able to “ sell out ’’ without losing. 
That is the problem of investing. : 





E straightforward shipowner is jealous of the good name of 
his calling. It is, with him, a religion, and as the personnel of the 
British Mercantile Marine is rightly looked upon as the finest in the 
world, so is it the desire of the truly British shipowner to share the 
illustrious honour. 

The British shipowner, when asking for the confidence of the investor, 
expects him to accept an ordinary business risk, while the shipowner, 
in turn, is expected to give the investor a straight deal. 

Theoretically, there is not a more uncertain business than ship- 
owning. Its periods of prosperity come and go in cycles. At the close 
of the Great War, a cycle of prosperity descended upon the shipowning 
industry, with such “fury ” as, to put it in business parlance, “it was 
impossible not to make money.” 

When conditions came to such a pass it was but natural that small 
shipping companies should spring up, in a night as it were, purchase 
one or two vessels, and ask for the confidence of the public in subscribing 
capital. Many of these companies of mushroom growth have passed 
out of existence, owing, no doubt, for the larger part, to the fact of the 
immediate post-war cycle of prosperity being replaced by a cycle of 
excessive trade depression. The confiding investors are to-day poorer 
anel wiser. 

The writer believes that a few remarks on shipping investments, and 
the pitfalls thereof which should be avoided, will find willing readers, 
and with this opinion an attempt will be made, with the utmost brevity, 
to clarify a few salient points which the shareholder and prospective 
investor in shipping companies should always endeavour to elucidate. 


The Balance Sheet 
The average investor is usually able to understand one side of a 
balance sheet from the other, but there is one point in the make-up of 
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a shipping company’s balance sheet which should be carefully watched 
by the shareholders. A balance sheet in which assets, such as “ steamers, 
investments, and sundry small craft at home and abroad,” all appear 
beside one amount, should never be allowed to pass unquestioned. It 
could be said here that very few really large companies adopt this style 
of make-up in their balance sheets, preferring to adopt the correct 
method, that of showing vessels, investments, and sundry small craft 
and dock equipages at their respective valuations. It is obvious that 
vessels, forming as they do a shipping company’s principal assets, should, 
as such, appear on the balance sheet at their specific valuation. The 
shipping investor should be a person who religiously peruses the shipping 
journals, and therefore have a rough idea of the ruling value of ships. 
With this rough idea of values he is able to form some estimate of the 
truth of the balance sheet in regard to the ship assets. This channel 
of investigation is denied the shareholder if ships, investments, and other 
sundry assets are all set. down at one valuation. 


Depreciation 

A wise shareholder never protests against large amounts being set 
aside for depreciation, or, in other words, the writing down of the values 
of ships. 

A further advantage of a shipping company valuing its assets in detail 
in its balance sheets is that shareholders may observe the amounts which 
are written off for depreciation. Thus, ship assets which appear in one 
year’s balance sheet at a valuation of £900,000, for instance, should stand 
at £45,000, i.e. 5 per cent less, at least, in the balance sheet for the follow- 
ing year. Tonnage which may have been acquired during the year must, 
of course, be allowed for. Not less than 5 per cent per annum should be 
written off tonnage, whilst this percentage in the case of old tonnage, if 
acquired as such, should be increased. Every advantage should be taken 
of prosperous times, in order to prepare for lean ones, and it is sound 
finance to write off more than 5 per cent when profits warrant such a 
course being adopted. In this way, a shipping company comes to possess 
hidden reserves, whilst the object of writing down values should always 
be with a view to having the book values, therefore the balance sheet 
values, of vessels below the ruling market prices for tonnage. In 
prosperous times it is better for shareholders to take 10 per cent and 
allow £25,000 for depfeciation, than accept 12 per cent and thereby reduce 
the allowance for depreciation. After twenty years’ service, the book 
value of a vessel should be negligible, no matter how much money was 
spent in repairs. The main point in depreciation for shareholders to 
observe is that the values of ships given in balance sheets are not in 
any way inflated, and not above the actual market values. 

The insurance and general reserve funds should always receive a fair 
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share of profits. An ample insurance fund is necessary ïn order to 
assist in the withstanding of such contingencies as total losses of ships, 
whilst the necessities of reserve funds can be distinguished with sufficient 
facility to call for no explanation here. 





Management 

The ‘procedure of managing a shipping company, apart from any 
question of ‘the personnel of the management, is at all times a point 
calling for investors’ detailed inquiry. Unfortunately, gaining such 





MR. R. B. PAUL 


information is often a difficult operation, it is, in fact, the “inside 
information,” to which reference has already been made, but it is always 
advisable to spend a few weeks, if necessary, in “ scouting ” rather than 
invest blindly. 

There is a type of ship management, which will be explained at 
length, which, in the abstract, is hardly to be called in the interests of 
the shareholders. 

°A small partnership, A, often enough composed of two shipbrokers, 
form a public limited company, B, and purchase one or two ships. The 
partners in the business A, make themselves the principal directors of 
the company B, the capital of which is practically all subscribed by the 
public. Usually the directors of the company B hand the vessels over 
to the partnership company A to manage, e.g. “ they take it out of one 
pocket and put it into the other,” and as a remuneration for their services, 
A receive a management commission, based upon the ships’ gross earnings, 
irrespective of whether the vessels make any profits or not. Instances 
have been known where the commission reached as high as 124 per cent ; 
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thus the position was, and is, that if the gross earnings of a ship for one 
year were £40,000, the managers receive a commission of £5,000. If, 
as.is often the case in times of a depression in trade, the expenditure 
on a particular vessel exceeded the revenue thereof by, say, £4,000, the 
debit balance is immediately increased by £5,000 management commis- 
sion. Over and above this commission, the managers receive their fees 
as directors of the company they manage. 

It would not be difficult to point out instances where ship managers 
of this type even own craft themselves, and it is but natural that the 
inherent selfishness of human nature is often responsible for the managers 
taking the pick of the freights for the vessel they themselves own 
privately. 

The writer does not wish it to be thought that he has chosen isolated 
cases upon which to hang criticism. There must be millions of pounds 
of public money invested in companies managed in the way indicated, 
and there is no room for doubt that this class of company has come more 
into existence during the past five years or so than at any other period 
within the memory of the British shipowner. 

When a man accepts a seat on the board of a shipping company, 
he should assist his co-directors in operating the fleet in the sole capacity 
of a director of the company, and not receive further emoluments for his 
services by way of management commission. At all times, but more 
noticeably when trade is bad, management commission absorbs a com- 
pany’s resources, and thereby other shipping companies, directly operated 
by a paid board of directors without management commission, are 
usually in a much stronger financial position from a shareholder’s point 
of view. 


Preference Shares 

If in such limited liability companies as B, cumulative preference shares 
are issued and allotted to the public, and the ratio, if any, of ordinary 
shares which must be held to qualify for cumulative preference holding is 
not too large, this kind of issue is often the cause of creating better faith. 
It should be remembered that, when trade is booming, the public clamour 
for ordinary shares, but in times of trade depression public favotr 
usually inclines towards cumulative preference shares and debentures. 

There is, of course, the reverse of the class of company which has 


been discussed. Thefe are isolated instances where both A and B are. 


limited liability companies. In such cases, however, it is usual for A 
to hold a controlling interest in B, by way of shares, and for the public 
to subscribe capital to A. It will be obvious that the position of the 
shareholder in A, which, in this instance, is the parent company, is more 
secure than is the case with the shareholders when their money is invested 
in B, as was the case in the previous example given. 
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The N ecessity of Close Observation 


It is surprising how disinterested many shareholders are to the events 
and happenings in the undertaking in which their money is invested. 
Provided the dividend remains at the usual 7 per cent or so, there are 
many shareholders who do not even trouble themselves to read the 
report of the proceedings at the annual meeting. And when one morning 
they read in the Press rumours of a pending liquidation and notice 
that their shares have slumped badly, they wake up and wonder why 
they did not look more into things, with the hope, no doubt, that had 
they known sooner, before the news became public property, they would 
have been able to sell out and leave some other unsuspecting investor 
to shoulder the loss. | 

Shipping is the thermometer of the world’s trade, a depression in a 
particular export trade, which must, of course, be at its other extreme 
an import trade, must have an adverse effect upon some particular 
units of the merchant tonnage of the world. It is seldom that a sudden 
and heavy slump or rise in shipping share quotations is caused by a 
correspondingly sudden and heavy slump or increase in trade. It is 
usually a case of “ after effects ” which vary in the length of time they 
take to produce any alteration in the share quotations. This is where 
the astute investor must be on the alert. It is not sufficient to study 
share quotations alone, the successful investor cannot at once make an 
isolated study thereof and arrive at any concrete opinions of the position 
of shipping which would be of much value. 

Trade conditions, by which the prosperity or otherwise of merchant 
shipping is directly ruled, calls for close and unceasing consideration. 
Thus an investor with money in a shipping company which is engaged 
in the Far East—Hamburg rice trade would need to closely watch 
events if news came to hand that the rice crop had failed for one 
particular season. It would be but a simple deduction to determine 
that the profits of the shipping company may, perhaps, be affected and 
the dividend for the year even drop 1 or 14 per cent in consequence, with 
a temporary corresponding fall in the market quotations for that 
particular company’s shares. 

On the other hand, it is never advisable to immediately form what 
. is always the one conclusion, viz., the probability of small profits, if any 

at all, when one sees the ships of one company always practically full 
and the ships of another company engaged in the same trade, apparently 
with plenty of space in their holds which is filled with nothing but air. 
The writer has in mind two shipping companies running between precisely 
the same ports, where the vessels are filled at a ratio of about two of the 
one company to three of the other, tonnages of vessels being practically 
equal. Yet there is no doubt that the company which cannot always 
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quite fill its ships show the better profits. Why? It is alla question of 
organisation expenses. The apparently most successful company spends 
thousands of pounds per year in organisation, and all for the purpose of 
gaining that little extra freight. Even organisation can be carried to 
excess. Expenditure for such purposes should never be made unless it 
is going to give some outstanding advantage, which will indirectly bring 
an equivalent return for the money expended. Excessive expenditure 
for organisation is a bad debt. 

Shareholders are often well advised to send a representative to 
company meetings if there are any points upon which they desire the 
chairman to be directly questioned. And a few well-chosen queries from 
shareholders at meetings can often be forthcoming with mutual 
advantage. 

In conclusion, it may be said that it behoves the investor to see that 
he is not blinded by flashing displays. Lavish advertising does not 
necessarily mean strength. Often enough, indeed always, the shipping 
company which pursues its way quietly and with conservatism is the 
safest for the shareholder. 





The Story of Armstrong’s 


TEE famous armaments, shipbuildmg and engineering firm of Armstrong, 
Whitworth & Co., Ltd., which have just completed an output of 1,000 vessels, 
of which 800 are passenger and merchant ships, have issued an interesting volume 
descriptive of the different types of ships which they have constructed. Up to 
22nd March this year, when the Cunard liner Ansonia was launched, their output 
had reached three million tons of shipping. The list includes H.M.S. Malaya, of 
27,500 tons displacement, H.M.S. Furious, one of the famous “Hush ships,” 
H.M.S. Courageous, H.M.S. Anson, the submarine monitors M3 and M4, and 
many large tank steamers. At present the Armstrong yard on Tyneside, which 
has ten slips, is being used for merchant vessels and liners for the Cunard Company 
and the Peninsula and Oriental Steam Navigation Company, and many cargo 
vessels are under construction. 
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Why are claims for loss or damage to goods in railway transit so rarely successful ? 
This lucid article, by a well-known traffic expert, tells you the reason. 








The Railway Claims Problem 
Restated 


By Guo. B. LISSENDEN 
Author of “© Industrial Traffic Management,” eto., etc. 


AT a time when the railway companies are adopting a general “ tighten- 
ing up ” policy in regard to claims for the loss of or damage to goods 
in transit it will not be amiss to restate the position from the trader’s— 
and incidentally the carrier’s—point of view. Almost every day one reads 
of an action against one or the other of the leading railway companies for 
compensation for loss sustained through a consignment either going 
astray or being improperly treated en route, and in very many of the 
actions the traders lose their case simply because—so the evidence shows 
—they did not protect themselves at the outset. 


The Railway Companies’ “Time Limit ” Clause 

” Generally speaking, the railway companies are responsible as common 
carriers for the safety of goods entrusted to them for conveyance, and they 
are entitled as such to make rules and regulations for their own protection 
—always provided, of course, that such rules and regulations are 
reasonable. One of the “ General Conditions” common to all the 
leading railway companies—known as the “ Time Limit” clause, or 
“ Clause 3 ”’—-reads as follows— 

The company shall not be liable for loss from or for damage or delay to a con- 
signment or any part thereof unless a claim be made in writing within three days 
after the termination of the carriage of the consignment or any part thereof or in the 
case of traffic to places outside the United Kingdom the termination of the carriage 
by a Railway Company of the United Kingdom nor for non-delivery of a consignment 
unless a claim be made in writing within fourteen days after its receipt by the 
first contracting company. 

A certain railway manager, who is famous in traffic circles for his 
officious attitude towards the trading community, stated some time ago 
that if he could have his way not a single claim which did not comply 
strictly with this condition should be paid; but whilst all railway officials 
do not take up this arbitrary attitude there is no question that the tendency 
on the part of the railway companies is more and more to turn down any 
and every claim which is not made within the specified time. And there 
is no doubt whatever that if the railway companies choose to shield 
themselves behind this “ Time Limit” clause the traders do not stand 
an earthly chance if they take legal action, as the courts have held, time and 
again, that the condition is a reasonable one and the traders must comply 
with its terms if they wish to succeed with their claims. 
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Legal Attitude to this Clause 

As a typical instance, take the case of O’Ketfe v. Great Western Railway 
Company, decided in the King’s Bench Division on 19th March, 1920. 
The facts of this case are fully stated in the judgment of Mr. Justice 
Darling, who said: “In this case the plaintiffs confided to the defendants 
for carriage and delivery to Messrs. Spiers & Pond two casks of wine. 
One of them was brought to the place where it should have been delivered. 
The plaintiffs, Messrs. Spiers & Pond, had fixed their gangway for the wine 
cask to be slid down, and it was the duty of the defendants’ servant to 
slide the cask over the edge of the van so that it might be taken charge of 
by the plaintiffs’ servants. The cask fell and was broken and all the 
wine was lost. 

“I find as a fact that this occurred by reason of the negligence of the 
defendants’ servant, by his mis-management of the cask, and was not 
due in any way to any misconduct on the part of Messrs. Spiers and Pond’s 
men. I assess the damages caused by that accident at £176 18s. Od. 

“ In ordinary circumstances that would be judgment for the plaintiffs ; 
but this wine was carried subject to certain conditions. The condition 
which really applies here is Conition 3, which says: ‘ the company shall 
not be liable tor loss from or for damage or delay to a consignment, ot 
any part thereof, unless a claim be made in writing within three days 
after the termination of the carriage of the consignment,’ and so on. 
Then they are not liable for non-delivery of a consignment unless a 
claim be made in writing within fourteen days after its receipt by the 
first contracting company. 

“ Counsel for the railway company has contended that these conditions 
are reasonable. He also says that whether they are reasonable or not 
does not arise, because they are merely conditions regarding the procedure 
which must be observed before a plaintiff can succeed in an action such 
as this. Certainly there is the statement of Lord Parmoor regarding 
this very Condition 3 in the case of Great Western Railway Company v. 
Wills, in his speech at page 168, to this effect: ‘Condition 3 further 
provides, ‘or in the case of non-delivery of any package or consignment 
within fourteen days after despatch.’ A provision of this character jis 
obviously necessary where there has been a non-delivery of a package 
or consignment, or, in other words, where there has been a loss of the 
whole package or consignment.’ So Lord Parmoor there holds that it 
is ‘ obviously necessary ’—-which would certainly cover its being a reason- 
able condition. He also says on the same page: ‘ Condition 3 is a rule 
of procedure which limits the time within which a claim must be made in 
respect of goods for loss or damage during transit.’ If it were merely 
procedure, and was not necessary to limit the liability of the company 
in regard to receiving and forwarding goods, then the question whether 
it is reasonable or not would not arise ; but Lord Parmoor seems to have 
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decided both things so that it was procedure and also that it -was 
reasonable. ’ 

“ For myself, I think that the condition hardly goes beyond procedure ; 
but I refrain from holding this. I hold that the Condition 3, and the 
others which are relied upon, 4, 5, and 6 (they are all almost immaterial) 
are reasonable, and that the plaintiffs had not complied with them, 
particularly with regard to Condition 3. 

“ I think that really this point as to whether this Condition 3 is reason- 
able or not is concluded by the judgment of the Court in Lewts v. Great 
Western Railway Company. I point out that in that case the declaration 
was for negligence. Counsel for the plaintiffs contends that these con- 
ditions do not apply so as to limit the liability of any carrier who is liable 
for neglect in delivering goods. This action, says Mr. Gregory, is brought 
for negligence in delivering goods. So was Lewis v. Great Western Rail- 
way Company. That appears quite plainly in the declaration itself, 
and in the sixth plea, which says that the neglect and default, supposing 
that there were neglect and default, were not wilful. Now here there is 
no allegation that the neglect and default were wilful, and therefore it 
seems to me this case is on all fours with Lewis v. Great Western Railway 
Company. 

“In that case Pollock, C.B., said this: ‘ The company wishing to 
guard against any allegation of neglect’—-the very words—‘ in the delivery 
of goods confided to them, require that when the goods are delivered they 
shall be promptly examined and complaint at once made if there is 
occasion for it. Such a condition is perfectly reasonable.’ Channel, B., 
held the same. Hesays: ‘I entertain a strong opinion that the condition 
set out in the fifth plea is reasonable’. Bramwell, B., said this: ‘I am 
clearly of opinion that the conditions are reasonable. As to the first, 
I think seven days ample time for sending in a claim of such a nature as 
that in this. action, and, if not, the parties should have objected at the 
time when the contrast was made.’ Here the time is not seven days— 
it is fourteen days; so that the condition here is twice as favourable as 
that which the Court in Lewis v. Great Western Railway decided to bea 
reasonable condition. ` 

“ In these circumstances I come to the conclusion, and I hold as a fact, 

° that Condition 3 is reasonable. 

“It is claimed upon the dates given that the plaintiffs’ claim did 
not comply with the condition, that they did not make their claim until 
long after fourteen days had expired, and, therefore, that they had not 
performed either that part of the condition which requires a claim within 
three days or that part of it which requires a claim within fourteen days. 

“In these circumstances, although, as I say, I come to the conclusion 
that the cask was ruined and the wine lost by reason of the negligence 
of the defendants’ servants, I think that the defendants are protected 


517 





Busiuess - Organisation -and - Management 





by the contract in writing into which the plaintiffs entered with them, and 
therefore that; there being no breach of that contract in the sense that the 
plaintiffs did not observe it themselves and make their claim in a proper 
time, within the contract time, judgment must be for the defendants.” 

This judgment is quoted rather fully because it establishes the reason- 
ableness of the condition—or, rather, that to the mind of the legal frater- 
nity it is a reasonable condition—and shows quite clearly and unmis- 
takably what position the trader is likely to find himself in if he does not 
comply with it ifa consignment gets damaged whilst it is in the possession 
of the carriers. 


Claims for Total Loss Rejected 


Precisely the same remarks apply to the entire loss of a consignment 
en rowe—that is to say, in order to succeed the owner must submit his 
claim within fourteen days from the date of dispatch by the sender or the 
railway company may turn round and say that they cannot grant any 
compensation. 

Thus, in the case of Fraser v. L. & N. W. Railway Company— 
decided in the Liverpool County Court in June, 1914—the plaintifis 
sued the railway company for the non-delivery of a cylinder dispatched 
from Bolton in June, 1912. The company said that it was not until 
eleven months after the date of dispatch that they were informed that the 
cylinder had not been delivered, and as solong a time had elapsed between 
the date of forwarding and the date of the claimant’s first complaint it was 
impossible for them to trace the missing article. They argued that their 
“time limit ” clause protected them from liability, and in view of the 
various High Court decisions on this point their argument prevailed. 

On 17th November, 1920, the same railway company was sued in the 
. Ruthin County Court by Messrs. David Roberts & Sons for the sum of 
£19 14s. Od., the value of a consignment of goods entrusted to that com- 
pany’s care and lost in transit. The goods were dispatched from Glou- 
cester on 15th October, 1919, carriage being paid at the company’s risk, 
but it was not until 14th January, 1920—three months from the date 
of dispatcli—that the plaintiffs complained of the non-delivery. The 
railway company frankly admitted that the consignment had been lost 
whilst it was in their possession, but submitted that they were protected* 
by their claims time limit clause. There was the usual argument by the 
claimants’ counsel that the condition was unreasonable, that the carriers 
should surely say what they had done with the goods or pay the value of 
them, and so on and so forth, but all to no purpose, and the railway 
company—as usual—gained the day. 

The whole of the foregoing refers more particularly to goods consigned 
and carried at the company’s risk, but other considerations arise when the 
traffic is forwarded at the owners’ risk. i 
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The “ Owner's Risk” Condition j 

When a trader desires his goods to be forwarded at the lower or 
“ owner’s risk,” rate he is required to sign a special form of consignment 
note containing this condition— 


The company shall not be liable for loss damage misconveyance misdelivery 
delay or detention of or to such goods or a trader’s truck or sheet (if any) containing 
or covering them except upon proof that such loss damage misconveyance mis- 
delivery delay or detention arose from the wilful misconduct of the company’s 
servants. But nothing in the aforesaid condition shall exempt the company from 
any liability they might otherwise incur in the following cases of non-delivery 
pilferage or mis-delivery that is to say— 

(1) Non-delivery of any package or consignment fully and properly addressed 
unless such non-delivery is due to accidents to trains or vessels or to fire. 

(2) Pilferage from packages of goods protected otherwise than by paper or other 
packing readily removable by hand provided the pilferage is pointed out to a servant 
of the company on or before delivery. 

(3) Misdelivery where goods fully and properly addressed are not tendered to the 
consignee within twenty-eight days after despatch. 

Provided that the company shall not be liable in the said cases of non-delivery 
pilferage or misdelivery on proof that the same has not been caused by negligence 
or misconduct on the part of the company or their servants. 





Therefore when a consignment is dispatched at the owner’s risk and 
anything goes amiss during transit it means that the trader, in order to 
establish his right to compensation, has not only to make his claim within. 
the specified time (that is always the first consideration) but he has also 
to prove “‘ wilful misconduct.” How difficult it is to establish this to 
the satisfaction of the Court can best be told by reference to the 
case of Forder v. Great Western Railway Company. In this case the 
plaintiff, a fell-monger, delivered to the Great Western Railway Company 
at its Paddington Station, a consignment of sheepskins, to be carried to 
Winchester under the “ O.R.” conditions. The skins were injured in 
transit through being carried in a truck upon a bedding of wood chips, 
which became entangled in the wood. The plaintiff complained to the 
railway company as to this mode of carrying skins, and was informed that 
the officials at Paddington had been asked not to forward another parcel 
in that manner. But, notwithstanding this, two months later another 
lot was injured in the same way and from the same cause. The County 
Court Judge dismissed the claim in respect of the first lot on the ground 
that there was no evidence of misconduct ; but held that, as the company’s 
attention had been directed to the injurious mode of packing, it was 
guilty of misconduct for sending the second lot if the same way, and, 
accordingly, gave judgment for the plaintiff. The Appeal Court, however, 
reversed the decision, holding that as there was no evidence that the 
servants of the company who actually loaded the goods in the trucks, 
or who superintended the loading, were informed or knew that the mode 
of packing was likely to be injurious, there was no evidence of misconduct ; 
and that the mere fact that some other official of the company knew that the 
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mode of packing was injurious was not sufficient. The Lord Chief Justice, 
in giving judgment, said that to make a railway company responsible 
“there must be a deliberate act on the part of the person alleged to be 
guilty of wilful misconduct. ... The result of the judgment in the Court 
of Appeal is . . . that wilful misconduct in such a special condition 
means misconduct to which the will is party, as contra-distinguished from 
accident, and is far beyond any negligence, even gross and ‘culpable 
negligence, and involves that a person wilfully misconducts himself who 
knows and appreciates that it is wrong conduct on his part in the existing 
circumstances to do, or fail or omit to do (as the case may be), a particular 
thing, and yet intentionally does, or fails or omits to do it, or persists 
in the act, failure, or omission, regardless of the consequences. .... or 
acts in reckless ignorance, not caring for the result.” 

It will be seen that it is practically impossible to prove that a loss or 
damage occurred through the wilful misconduct of the company’s servants. 
Nor can one to-day satisfy some of the railway companies under sub- 
section (2) of the above quoted owner’s risk condition—that which says 
that “ nothing shall exempt the company from liability in the case of 
pilferage . . . provided the pilferage is pointed out to a servant of the com- 
pany on or before delivery.” What actually happens in practice is just 
this: when a consignment of goods is delivered in a loose condition— 
pbviously robbed in transit—and a claim is submitted for the value of 
the goods short delivered, the railway company will disclaim liability, 
arguing that the fact that the articles claimed for were missing at the time 
of the delivery of the consignment is no proof that the company’s servants 
pilfered the package whilst it was in the possession of the carriers. 
Some of the railway claims staff will argue—if a case is delivered half 
empty—that the package apparently came adrift because of its frailty, 
the missing goods evidently fell out in consequence, and it is no part of a 
railway servant’s duty to go about picking up goods which were not pro- 
perly packed! And so the game goes merrily on—and the higher officials 
profess to wonder why road transport is becoming so popular | 


The Essence of the Matter 


To sum the whole matter up as shortly as possible the position is just 
this : 
To ensure that a claim for loss of or damage to a consignment in transit 
cannot be turned down by a railway company on the grounds that it is 
“ out of date ” or, as it is sometimes put, “‘ not made within the specified 
time,” the actual charged-out debit note must be submitted to the railway 
company within three days from the delivery of the goods in respect 
of which the claim arises. The case of Barnard v. L. & S. W. Railway 
Company established the fact that it is not sufficient merely to advise 
the railway company by letter that there is something wrong and to wait 
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until later on before the detailed account is sent in; the-actual claim 
must be forwarded to the carriers within three days, or it is just possible 
that the demand will not be met. ~ 

Similarly, if a consignment is entirely lost in transit, or is short de- 
livered by one or more packages, the claim must be sent to the railway 
company within fourteen days—and for precisely the same reason. One 
knows, of course, that frequently enough goods are many days in transit 
and that very often the sender is not advised by the consignee until ten 
or twelve days after dispatch that the consignment has not arrived. 
When this happens the sender should not follow the custom of the past 
and urge the railway company to effect delivery, but—having regard 
to the present-day attitude of the railway companies—at once send in a 
claim for the value of the goods not delivered. A claim means far more 
work for the railway company than a mere letter of complaint of delay 
in transit—there is so much more machinery to be set in motion with 
the former than with the latter—but if these carriers will persist in 
interpreting their “ claims clause ” so literally they must put up with 
the inevitable consequences. 

It follows from what has been said that the sender—any and every 
big manufacturer for example—should carefully educate his customers 
as to the necessity for sending in a prompt advice of any irregularity of 
this kind so that the railway companies’ conditions may be complied with. 
True it is that under certain circumstances the property in the goods 
passes from the seller to the buyer, but even so it often happens that the 
seller has not only to make the claim if and when anything goes wrong 
in transit, but (competition being the force it is) also bear the loss if the 
railway company refuse to admit liability. Hence this is a matter of 
no small moment. 








The Gentle Hint 
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the knowledge which is available by the medium of text-books.” 
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Company Secretaries as Inspectors 
of Taxes 


By A CHARTERED SECRETARY, 


[T is not generally realised that company secretaries and registrars 
often act as unofficial (and unpaid) inspectors of taxes on behalf of 
H.M. Government. Yet such is the fact. This statutory duty is imposed 
by Sect. 17 of the Stamp Act, 1891, which provides that any person 
enrolling, registering or entering upon any book of record an instrument 
not properly stamped becomes liable to a fine of ten pounds. Secretaries 
. and others must therefore see that all Transfer deeds, Powers of Attorney 
and other documents presented to them for registration bear the requisite 
stamp duty. That it is essential to exercise care in this respect is 
emphasised by the following incident. 


An Unstamped Marriage Certificate 

The marriage certificate of a lady shareholder was presented to a 
certain company for registration. It was noticed that the usual penny 
stamp was not affixed to the document. The question arose as to whether 
it could be accepted, but the applicant pointed out that the document 
was issued by a Government official and it had already been passed by 
several influential companies, so it was decided to accept the certificate 
for registration in the usual manner. 

Some months later the company received a notification from the 
Board of Inland Revenue that it had been brought to their notice that 
the company had registered in their books a certain marriage certificate 
which did not bear the requisite stamp duty. It was pointed out that 
the company and its officials were liable to penalties, but in the present 
instance it was not proposed to take action. A request was made, 
however, that more care should be exercised in the future. 


Invalidity of Unstamped Documents s 

Sect. 14 of the 1891 Act provides that ‘unstamped or incorrectly 
stamped documents cannot be received as evidence in a court of law 
(except in criminal proceedings) or be available, for any purpose whatever, 
until the requisife duty and certain penalties have been paid. Accord- 
ingly secretaries (and others) should ascertain that all instruments 
coming under their notice are correctly stamped to ensure that they will 
be available for this purpose should necessity arise. With transfer and/or 
any other document presented to the secretary for registration, it is 
the duty of the person presenting the document to satisfy the secretary 
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that it is correctly stamped. In cases of doubt, the secretary is 
empowered to require such person to have the duty adjudicated upon 
by the Commissioners of Inland Revenue, under the provisions of Sect. 
12 of the Stamp Act, 1891. 


When Statutory Declarations are Exempt 


It is noteworthy that affidavits and statutory declarations made in 
accordance with the requirements of law are exempt from stamp duty 
by the provisions of the 1891 Act, as amended by Sect. 6 of the Finance 
Act, 1907. In this connection it is interesting to observe the difference 
in procedure between companies incorporated under the Companies 
(Consolidation) Act, 1908 (or its predecessor, the 1862 Act), and those 
incorporated under the Companies (Clauses) Act, 1845; the latter 
companies being more generally known as statutory companies, and 
incorporated for some undertaking of public utility, e.g. gas and water 
companies, etc. 

Sect. 18 of the 1845 Act enacts that the transmission of shares through 
the death, bankruptcy or insolvency of any shareholder or by virtue 
of the marriage of a female shareholder shall be authenticated by a 
declaration in writing, made before a Justice of the Peace; therefore, 
as such declarations are required by law, they are exempt from stamp 
duty. Similar provisions, however, were not included in the 1908 Act 
(or its predecessor, the 1862 Act), hence all declarations required by 
companies incorporated under these Acts are not declarations required 
by law, and must, therefore, bear the customary half-crown stamp duty. 

Where, however, such declarations are required by statutory com- 
panies in compliance with their own regulations, and not in pursuance 
of any legal enactment, the instrument is liable to stamp duty in the 
‘ame manner as declarations required by any other company. Thus, 
where a company (either statutory or ordinary) requires a shareholder 
who has lost his share certificate to execute a statutory declaration 
narrating the circumstances and facts, it will be subject to stamp duty 
in both instances. 


The Secretary's ‘Responsibilities 

Some few years ago, in a lecture on stamp duties, delivered before the 
members of the Chartered Institute of Secretaries, Sir Nathaniel High- 
more, K.C.B., reminded his hearers of the secretary’s responsibilities 
and personal liability to penalties if improperly stamped instruments 
are passed for registration. He further pointed out that Sect. 21 of the 
Stamp Duties Management Act, 1891, provided that— 

Any person who practises or is concerned in any fraudulent act, contrivance, 


or device not specially provided for by law with intent to defraud Her Majesty of 
any duty shall incur a fine of fifty pounds. 
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The lecturer stated that this penalty had, within his own knowledge, 
been enforced more than once against persons who had been foolish 
enough to act under pressure or to study the interests of persons con- 
cerned with the company, rather than his duty to the State, with the 
result that stamp duty has been evaded. 


The Inland Revenue’s Power of Inspection 


It may be added that under Sect. 16 of the 1891 Act the Commissioners 
of Inland Revenue have power to appoint officers to inspect the File and 
Register of Transfers of companies, with a view of seeing that the proper 
stamp duty has been paid in each case. This power is very rarely 
exercised, although undoubtedly it would be immediately put in force 
should circumstances arise indicating the necessity for such inspection. 
The Board of Trade and Ministry of Labour have similar powers of 
inspection under the National Health and Unemployment Insurance 
Acts, and, periodically, travelling inspectors visit various employers and 
manufacturers to examine wages sheets and insurance cards, so as to 
ensure that the provisions of these Insurance Acts have been duly 
complied with. 
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“ Morality is the first basis and consideration of trade and finance.” Mr. Stiles exposes 
the startling implications of this fundamental truth in relation to the present trade crisis. 


~The Moral Factor in Trade 


and Finance 
By ©. R. Srues, F.S.S., F.R.G.S8. 


HE doctrine of the survival of the fittest that man has adopted 
from nature and adapted to his present-day existence is undergoing 
considerable modification. Before the war a nation’s principle of buying 
in the cheapest market and selling in the dearest was untempered by a 
sense of moral responsibility owed to other nations beyond an ordinary 
and expedient honesty in dealing and-in the recognition of commitments. 
The violent severance of interdepending nations brought about by strife 
has bared a natural truth to us—a truth that would appear as inevitable 
of establishment as that lower truth of the animal kingdom, wherein 
existence is maintained by destruction. 

For centuries we have had the revelations of religion and philosophy 
harping on the one great fact: that in the vast possibilities of the 
progress of his genus Man cannot subvert his relations to mankind. 
The education and environment of the individual cause him to live and 
think in the small circle of his personal influence and the great truths 
of existence lose that proportion which is essential to the future progress 
of his kind. 


The Limitations of National Aggrandisement 

To-day the truth is becoming firmly established that there is a fixed 
economic law which does not permit of a given nation accumulating 
aggrandisement and power without limit, to the detriment of other nations. 
In the days of Rome such a position was possible to a nation or empire ; 
to-day the interdependence of nations that has grown into a permanent 
condition—the outcome of international borrowing and lending—has 
made this position impossible. It is clearly proved to all who think that 
that moral responsibility which far back grew up in the family and later 
among the members of the nation, is expanding internationally. For 
the pre-war business man to have dipped his hand into his pocket to 
help in the relief of some little nation inva far-off part of the world was 
not uncommon; but to have told him that the c8mfort,and well-being 
of his own prosperous land depended on other nations being, too, in a 
prosperous condition would have met with considerable scepticism. 
What would he have thought of an economic, or rather uneconomic, 
condition in which a country has gained far more than her due 
proportion of the world’s ostensible wealth and yet is so suffering 
distress and inconvenience therefrom that the only solution of her 
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difficulties fies in giving with a free and open hand that measure of her 
disproportionate wealth to nations possessing neither cash nor credit ? 
This is America’s position to-day. 
America a Case in Point 

There can be little doubt that at the end of the war America was 
convinced that with her enormously expanded shipping, her undepleted 
population, and her factories going at full blast that she was destined 
to capture an enormous share of the world’s trade. At Atlantic City, 
towards the end of 1918, the United States Chamber of Commerce con- 
sidered a list of 470 commodities that had been bought abroad but which 
were in future going to be made at home, and, as Mr. Schwab told the 
meeting, they were going to have the greatest merchant fleet in the world 
to carry their increasing exports all over the globe and which would keep 
their home industries running at top speed. What is America’s position 
to-day? A well-known financial journal states that this year’s 
recovery in stock markets has been due to technical conditions and that 
the declines have resulted from fundamentals; that from records kept of 
the movement of fifty representative securities the average on 6th May 
was 73°31, but that the lowest record of the year was marked a few weeks 
later, viz. 61:95, a lower average than that made in December, 1920, after 
a whole year’s gradual liquidation; that the United States Chamber of 
Commerce reported in June that South America was taking heavy ship- 
ments of commodities of every description from Germany, while American 
wharves were piled up with similar commodities manufactured at high 
costs and unsaleable even at adjusted prices ; in every item the German 
quotation being far lower than the American. 

We know additionally that America has had to make special carry-over 
arrangements for enormous quantities of various foodstuffs and cotton 
which she cannot sell, and on a general review of her industrial conditions 
it looks as if her dream of trade hegemony were surely being turned into an 
incubus. 

America, in failing to realise that she must as a great creditor nation 
create world’s markets in order to sell to them, has abjured the fixed 
economic truth of the moral responsibility among nations. ° 

The export credit scheme and the żer meulen scheme are recognitions 
of the fact of this ethical side to international trade. They and other 
such schemes may prowe ineffective, but at least they are records that the 
truth is at last realised. Its establishment as one of the laws to which we 
give accord (mainly because its negation spells destruction) is a matter 
of time and sincere endeavour. 


Moral Responsibility of Retailers 

_ The effects of denying this same truth are evidenced in the aggravation 

of the recent period of depression and deflation through which we have 
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passed. Retailers in most trades considered it policy to adopt the sub- 
versive “ ca’ canny ” measure advocated by the trade unions to their 
members. That is, they assumed a semi-antagonistic attitude to the 
manufacturer—cancelling orders, refusing to lower prices for the benefit 
of the public and adopting a general “ wait-and-see ” policy that meant 
a cessation of the genuine effort to sell. The result of this has been that 
the manufacturer found himself tied up and compelled to discharge 
hundreds of thousands of workers, who are largely the potential purchasers 





MR. O. R. STILES 


of his goods through the retailers—here we have the broken circle. Through 
the manufacturers’ demands for extended credit, the bankers were 
inconveniently placed and the retailer himself, by his selfish attitude, 
has tended to lose his touch with the purchasing public which it is, or 
should be, his persistent endeavour to maintain in the habit of spending. 
Obviously, the retailer owes a moral responsibility to the manufacturer, 
which should be acknowledged by an increase of effort on his part to sell 
to or pass on his responsibility to the consumer, and by taking off the 
manufacturer’s hands as much stock as he can. It should have been no 
more a part of the retailer’s policy to alienate the producer than to lose 
touch with the consumer, and it is certainly not to the retailer’s interest 
to give the latter lessons in economy. That a measure of such alienation 
between the manufacturer and the middleman exists is proved by the 
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numerous advertisements to be seen in the papers canvassing for. the 
supply by the producer of goods direct to the public—a quite undesirable 
state of affairs in its tendency to interfere with the essential trading factor 
of distribution. It is to the retailer that the manufacturer must look for the 
quantity and quality of the consumer’s wants, and the sudden negation 
of enterprise with the nation’s factories working at full speed has meant 
chaos spreading its effects throughout the land. 

It is now generally admitted that a large measure of the compulsory 
deflation that has been so distressingly evident in our trade conditions 
during the last few months could have been avoided by recognition of 
this important national asset of responsibility realised and accepted. 


Manufacturers Obliged to Distribute their 


Own Products 
To quote from The Times Trade Supplement of recent date may 
further illustrate this point : ‘‘ The unwillingness of distributors to carry 
more than a minimum amount of stock, and their failure to pass on to the 
consumers the benefit of the substantial reductions in manufacturers’ 
and wholesale quotations, has already induced several producers to appeal 
direct to the public, either by opening their own retail shops or by adopting 
the mail order system. Manufacturers could not hold stocks, with bills 
to meet, and with their operatives and machinery idle ; they were com- 
pelled to find an outlet for their productions. The manufacturer-retailer 
has been fairly common in the men’s clothing trade for many years past, 
but the number is increasing. Recently one firm has opened a dozen 
retail establishments in the home counties. In the women’s costume 
trade there have been additions to the mail order houses. Similarly, 
woollen merchants, unable to book orders from tailors, aresupplying suit 

lengths to the public.” 


Germany’s Sinister Trade Policy 

If in the post-war ambition of America to occupy the pride of place 
in the world’s trade is to be found the denial of responsibility of an ethical 
nature, an even worse derogation of international morality is evidenced 
in the extraordinary progress made by Germany over the period of the 
last two-and-a-half years. The question of currency has, it is safe to say, 
never loomed so hugely in the public vision as to-day. Every periodical 
from the lightly-written “ daily” to the heavy trade “ monthly ” con- 
tributes its arguments to the discussion. For one well-known “authority” 
to flatly contradict a brother expert is both usual and bewildering. 
There is one point, however, on which a majority appear to be in accord, 
and that is that the accepted current money of a given country, i.e. its 
internal credit is, or should be, relative to or balanced by production. 
An increase of all classes of exports over imports will, until neutralised 
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. by the factor of foreign investments, cause an appreciation in the foreign 


exchange value of that country’s money. Its currency will purchase 
more of the world’s goods and the actual value of it increases. In Britain, 
where a high standard of business honesty has for many years proved a 
powerful asset, trading expansion after the war demanded the increase 
of internal credit, and that the measure was justified has been proved by 
the appreciation of the foreign value of our money. In thelast few months 
a contraction in our trade has seen a decrease of 13 per cent in currency 
which has undoubtedly prevented a considerable depreciation of the 
value of our money to the foreigner. In effect we say to the trading 
world that our currency shall be the index to our stability and morality. 
Of the countries of Central Europe suffering from the incubus of heavily 
inflated and consequently depreciated currencies, Germany may be 
taken as the outstanding example of a country pursuing a course in 
relation to her internal credit that is diametrically opposite to that followed 
by ourselves. Once the bogey of revolution was disposed of at the end 
of the war, no country embarked so energetically and so successfully 
on the work of trade reconstruction as Germany. Her wonderful powers 
of organisation, of hard work and self-denial in the matter of luxuries, 
worked the miracle of an appreciation in her currency in June, 1920, 
to 150 marks to the pound and her exports began to diminish as the result 
of an approximate 300 per cent increase in the value of her money. 
To-day the mark stands about 280 to the pound and yet Germany’s 
exports have enormously increased since that date. Ifit be an economic 
truth that the favourable balance of exports over imports is reflected in the 
appreciation of currency, it would appear to be only possible to come to 
one conclusion in the case of a country where that truth is turned upside- 
down : that the country in question is deliberately and in the dispossession 
of any sense of responsibility owed to its neighbours, cheapening its 
currency by periodic issues increasing the amount in circulation. 


The Case of Poland 


The argument may be advanced at this stage of my exposition that, 
say, Poland, with a currency infinitely more depreciated than that of 
Germany, should at this moment be much better off than Gerthany. 
The case of Poland, is however, no parallel instance. To-day Poland is 
practically lacking in the power of organisation and stimulated production. 
Both these factors are powerfully operating in Gerntany and it is these, in . 
conjunction with the intentional subjection of the reactionary force 
possessed by an honest currency, which is enabling Germany to carry 
out her programme of underselling countries like ourselves and America 
in every part of the world. It is true that there are other factors con- 
tributing to her success, such as the low standard of living which exists 
in the domestic economy of her people, and the iron control exercised by 
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her government as to what shall be and what shall not be imported or 
exported, under an obviously combative trade policy ; but all these and 
other similar factors would strongly tend to bring about an appreciation 
in her currency if that currency were honest. 

The tremendous amount of discussion on this vexed question of 
currency has done little to clear up the mystery that would appear to 
surround it. The Safeguarding of Industries Bill is a case in point, 
and the interest of parliamentarians in economic polemics is such that 
the very modest and clear purpose of the Bill seems in danger of being, 
if not forgotten, at least submerged in intricacies that are mainly outside 
the issue. There is one outstanding and vital point in the matter of 
currency, beside which other considerations are insignificant, i.e. that it 
should truly represent the financial position of the country concerned 
and constitute thereby the index of productive effort. 

Currency may be appreciated by calling in its units or, in the case of a. 
producing country, by a decrease in imports ; and if Germany were to be 
possessed of a genuine desire to cherish a sense of responsibility towards 
the trading world (which does not appear at all probable from her history) 
the matter of her currency could be adjusted. Currency that has unduly 
appreciated may be corrected, as is well known, by foreign investment. 
America and Switzerland are both out of relation to other countries in the 
value of their currency: the former possesses the power to wield the 
adjusting power of investment, the latter is in a less happy position. 


How Germany is Making Reparation 

If it be accepted that a trading menace exists in the calculated and 
purposeful depreciation of a given currency from the fact of large profits 
accruing from the measure, it appears clear that the profitable proceeding 
will be continued with the object of eliminating or reducing competition. 
It is poor consolation to us to know that Germany is at last paying her 
reparation money and then to read dozens of notices like the following : 
German firms are actively pushing goods—from dolls to tractors—in 
South Africa at 100 per cent below wholesale prices ruling in the union. 
Ninety per cent of the present imports of steel in India come from Germany. 
Theré are 26 branches of German glass merchants at present opened én 
England. German quotations for gas tubes delivered in England are 
40 to 50 per cent below Birmingham prices. The Sheffield trade in 


- Herzegovina has préctically ceased, Germany supplying most of the 


goods. Germany is taking practically the whole of Denmark’s output 

of horses, cattle, milk and beef. This list could be extended to cover most 

of the world and to effectively prove from results that the principle of 

maintaining a currency in a state of depreciation and allying the cir- 

cumstance to stimulated production, holds the potentiality of ultimately 

capturing a large portion of the trade of the world. Additionally, there 
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is the striking fact that Germany is able to give extended credit of 
twelve months and over to most counties that cannot pay on short 
terms—credit terms impossible to the British merchants. 


Self- Protective Policy of Spain and Canada 


The essential principle of international moral responsibility is of too 
universal an importance to permit its entire subversion by any one country 
or by any group of countries. Both Canada and Spain would seem, 
from their recent budgets, to have.ceased the currency argument that so 
absorbs ourselves, and have taken definite action to protect their own 
interests. The Canadian budget of May last is framed with ‘particular 
regard to the question of the apparent advantages that accrue to a pro- 
ducing country possessing a depreciated currency. For the purpose of 
value, Canada refuses to recognise such depreciations beyond 50 per cent 
below pre-war parity. She corrects, additionally, the monies of countries 
which are of greater value than her own, i.e. if 110 Canadian dollars 
equal 100 American dollars, Canadian Customs on $100 worth of American 
goods would charge duty on $110. The Spanish budget has similar 
provisions by which goods imported from countries manufacturing under 
conditions of depreciated currencies are surcharged through the Customs. 

These self-protective measures are antagonistic to the principle of 
international responsibility, but in effect should serve a corrective purpose. 
If a similar measure were adopted by ourselves and America, Germany, 
as an example of the profitable subversion of morality in economics, 
would be compelled to put her internal credit on the basis of adjustment 
to her production and her currency would surely approximate to pre-war 
parity, as no purpose would be served by depreciation. 

The payment of Germany’s debts to us is of little satisfaction to our 
pockets, already heavily depleted of their contents in the effort to keep 
straight with the world, in view of the fact that the money to pay them 
with is coming out of our foreign trade. Better far to cancel the debt 
and admit Germany as a trading and friendly state on the condition 
that she first reduce her paper money till its appreciation becomes a 
true index to her production. This would be tantamount to a declaration 
6f our own recognition of the fact that morality is the first basis and con- 
sideration of trade and finance ; for it seems clear that if we countenance 
for the sake of getting debts paid to us that we acquiesce, and in that 
acquiescence is the beginning of a departure from our better and prouder 
standard. 
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How to Capture the Foreign Market 


By Water O. Stem, B.A. (Lond.) 
Continental Representative of Alf. Spring & Compy., Lid. 


3 —Reciprocity in Foreign Trade 


Vee the question of financing Europe and putting her on her 
feet again have from time to time been discussed both in the 
Press and at various conferences, little of practical value—judging by the 
present chaotic state of the exchanges—has been achieved in the right 
direction. The German exchange is.still depreciating, Austrian crowns 
are over 3,000 to the £, while Polish marks during the past two months 
have been anything between 5,000 and 10,000 to the £. The tragic 
effect of this on trade is only too evident in the continued long spell 


‘of the universal trade-slump. What is wanted is not so much a return 


to the pre-war gold basis—although this would be very useful if it were 
possible in practice to achieve—but the restriction within a small limit 
of the present wide fluctuations in foreign exchanges. 

That the return to a pre-war basis is not without its dangers to com- 
merce can be seen when we review the effects of the sudden rise in the 
value of the German mark last summer. After touching 350 to the £ 
in the spring it went up in two months to less than 130, and after again 
declining somewhat it remained stabilised round about 150 during July 
and the early part of August. Yet practically the only trade crisis in 
Germany of any importance was that which accompanied the rapid 
appreciation of its currency. Prices of commodities, land values, and 
stocks and shares fell with remarkable rapidity, as the steady and rapid 
rise of the mark to three times its former exchange value seemed at the 
moment to have no limit. Firms who had bought goods from Britain 
France, America, and other countries found themselves hopelessly outbid 
by the new level of values, and many who had paid a deposit for their 
goods preferred to forfeit it rather than have to fulfil their bargain. 
In fact it was only the decline of the mark again during the autumn and 
winter which saved many merchants from the Bankruptcy Court. 


The Peace Terms—Germany’s Opportunity 

Thus here again the strange working of the laws of Economics is 
visible. What „the stump in trade has done to us, the betterment 
of its currency did to Germany. This makes us wonder whether the 
ready acceptance by the Wirth Cabinet of the terms of the ultimatum 
was nothing else than a cute business move ; and whether the crocodile 
tears of the German Press over the imposition of the terms were nothing 
else than a camouflage to cover the transports of delight at the oppor- 
tunity, so clumsily given by their late enemies, of recovering their lost 
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markets and regaining their former prosperity. With the present re- 
stricted markets, there is a limit to the world’s consumption of commodi- 
ties, and if Germany is to have the lion’s share in supplying them then 
obviously our own production must be proportionately decreased. It 
should as well be remembered that the internal and external value of the 
mark is entirely different. While the mark as expressed in Sterling has 
depreciated to the extent of 14/1500%, and the cost of living in Germany 
has increased about 1,000%, wages and salaries have only risen about 
5/600%. So it can be seen how easy it is for the German producer to 
undercut our own, whose costs are several times as high as those of the 
former, and will continue to remain so as long as coal and wages, the two 
great coefficients of industry, remain at their present high level. Exports 
must balance Imports is a natural Economic law, and the fact that we 
allow Germany to export her products without accepting payment 
either in money or in kind shows an outrageous disregard of the principles 
on which all commerce is founded. 


Crux of the Trade Slump 


The great problem of the World Trade Slump undoubtedly centres 
round the question (I purposely use the singular) of the German indemnity 
and Inter-allied indebtedness, how to make Germany pay without cutting 
our own throats in the process. How is the labour of a British mechanic 
who receives anything from two to four shillings an hour to compete 
with that of a German who works longer hours at sevenpence or eight- 
pence? The answer is to be found in our silent factories and in the 
ranks of nearly two million unemployed. 

Several measures have been brought before Parliament with the 
object of finding a solution to the problem, and one of them (the German 
Reparation Recovery Act) is already in operation. The 26 per cent 
tax on all imports from Germany, however, operates like Archbishop 
Morton’s Fork. To pay the initial instalments only, over four hundred 
million pounds worth of goods must be exported from Germany for each 
of the first two years—and these are spread over markets which are much 
more limited in size than they were before the war. So then our own 
“xport as well as that of our allies is proportionately decreased. On 
the other hand, we need not take German goods, but let our own people 
manufacture them. Then we will have no German imports, no 26 per cent 
tax, and consequently no indemnity. So, whichever way we take it, 
we are hit—“ Heads I win I” It is we who‘are paying for our own 
indemnity. The German naturally invoices his goods at such a price 
as will give him what he actually wants for them, irrespective of any 
26 per cent tax, and the low value of the Mark enables him to do so. 
When the goods arrive in this country, 26 per cent of the invoice value 
is extracted from the pockets of the importer, who receives a Treasury 
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receipt for the amount paid, which he can forward to the German exporter, 
and thus enable him in due course to obtain from his own Government 
a bonus of 26 per cent as a solace for losing the war! 

But there are other countries, too, the products of whose labour con- 
stitute a grave menace to British Trade. These include no other than 
our Allies, Belgium and France, as well as certain neutrals like Spain 
and Switzerland. In the Steel trade, for example, Belgian manufacturers 
can sell their products in Sheffield at prices far below those at which 
British manufacturers can make them on the spot. It has been urged 
that the low value of the Belgian franc (about half what it was before 
the war) is responsible for this. If this is the case, then how is it that 
when the Sheffield Corporation some time ago invited tenders for the 
manufacture of some electrical machinery, the second lowest tender 
they got was one for £80,000 from Switzerland (where Sterling is at a 
discount of 124 per cent), while the lowest British tender. was between 
£90,000 and £100,000? It is because of our high costs of production— 
dear coal, dear food, dear everything | 


Vital Necessity for Freedom of Trade 


Yet in spite of this our Government still thinks that the best interests 
of the country will be served by a continuance of the heavy hand of 
Control on our Foreign Trade. By means of the Safeguarding of Indus- 
tries Bill and the Depreciated Exchanges Bill they seek to bolster up a 
show of artificial prosperity by keeping prices and consequently wages 
at the highest possible level, instead of letting prices fall to a point at 
which the poorer countries of Europe may purchase the goods of which 
they stand so sorely in need. Lower prices stimulate demand which 
increases production and thus provides for greater prosperity all round, 
whereas high prices, while providing high wages for the privileged few 
who are necessary to produce the limited quantity of goods demanded, 
lead to decrease in the amount consumed by the world’s markets and 
to increase of unemployment. We are not concerned here with the 
theoretical pros and cons of Free Trade, but what we do maintain is vitally 
necessary to the extension of our Overseas Commerce is Freedom of Trade. 

Some time ago the heads of the great Joint Stock Banks and othe» 
leading bankers and financiers issued an appeal to the Prime Minister 
to free our Trade from the shackles of Government interference, pointing 
out in a clear apd emphatic manner the dangers of continued control. 
The principal merchartts, industrial magnates, and traders have now 
followed up with another appeal based on similar lines and equally 
solemn and distinct in its warning. But the only result of these seem to 
have been that we have now got an official date for the termination of 
the war (Sept. Ist, 1921), which means that by the time this article gets 
into print, peace and quiet will once more reign over the world. If the 

534 





How to Capture the Foreign Market 


Government intend to establish Peace by September Ist, they will cer- 
tainly have to hurry about it. The question of Upper Silesia is at the 
present moment the core-in-centre of Central European politics, and 
the uncertainty as to the fate of this rich industrial region has a paralysing 
effect on the commerce both of Poland and Germany. But apart from 
this, the question finds a repercussion all over the world. Politics 
intertwine with business policy far more than many are inclined to 
believe, and the fate of Upper Silesia has stirred up a new vortex and 
affected the exchange values both of Germany and Poland with its 
accompanying financial instability. e 


Gambling in Foreign Currencies 

During the past year or two a new form of speculation non-existent 
before the war, has arisen, that of buying and selling foreign currencies. 
The narrow limits of fluctuation possible on a gold basis did not, of course, 
give much chance to professional operators, but the present wide limits 
have enabled speculators to make and lose fortunes in a very short time. 
In Political Economy “ bull” operators have a certain Economic value 
in keeping up prices and in preventing a continued decline in prices 
from developing into a panic. But the standard text-books were written 
long before the era of this new form of speculation, and it makes one 
curious to know what precise economic utility the great economists would 
find in it. Paper currency not covered by gold represents the fiduciary 
issue or credit position of its country of origin. The only security behind 
it are the goods, chattels, and services of the people of the country. 
Hence all rumours good and bad regarding the welfare and prosperity 
of that country are reflected in the international value of its currency, 
and consequently the paper money of that country will continually move 
up and down in value precisely as shares do on the Stock Exchange. 
Gold coins, of course, keep their value and in all countries except U.S.A., 
are quoted at a premium proportionate to the value of the fiduciary 
issue. The exceptional position of the United States is due to the fact 
that the majority of the world’s available supply of gold is now over there ! 

Token silver coins are likewise at a considerable premium in those 
countries with a greatly depreciated currency, though their value is now 
regulated by the price of silver. Even inside the boundaries of the 
country of issue itself silver coins are quoted different in terms of its own 
paper currency. For instance, one Silver German Mark was worth at 
first three and later six paper marks, and this was the official Government 
rate of exchange obtainable at any German post office. But gold is 
not always the official collateral. Our own Bank of England, for example, 
can issue notes to a certain amount against Government securities, and 
in the new Sarre State the French Government, being in urgent need of 
money, has issued notes of one and two francs in value on the security 
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of the coal mines in the Sarre Valley, which under the Peace Treaty, 
have been ceded to France. If the plebiscite to be held there after 
fifteen years decides in favour of Germany, the latter will have the option 
of buying back the mines from France at a price to be agreed upon. 
These new notes bear the following statement: ‘‘ These notes, of which 
the collateral has been deposited in the French Treasury, are repayable 
by the Chief Cashier of the Sarre mines . . . before Jan. Ist, 1930.” 


Continental Local Currencies 

Another new form of collateral which is the product of the war is 
seen in the curious ‘‘ Darlehnskassenschein’”’ or note issued on the 
security of certain goods and commodities deposited with the German 
Treasury. This involved the creation of a sort of State lumber-room or 
second-hand shop against the goods in which currency notes were printed. 
Besides this many towns in Germany, just as in France, issued their own 
paper-money of small denominations to supply the deficiency of nickel, 
bronze, or small silver coins. In France the Chambers of Commerce of 
the respective towns were responsible for the repayment of the notes, in 
Germany it was the various Municipalities. The value of these local 
currencies is seen by the difficulty of getting the people in one town to 
accept the currency of a neighbouring town. Even countries themselves 
are sometimes averse to taking their own notes. The Austrian Govern- 
ment does not allow travellers entering Austria to take with them Austrian 
notes of more than a certain value, and only a small quantity of notes 
may enter Austria either by post or otherwise. You can take out of 
Austria as many notes as you like, but you are only allowed to bring into 
the country notes whose total value is below a certain figure which is con- 
stantly being changed as the value of the currency increases or decreases ! 


- A Caution to Exchange Operators 

The result of this law is that millions and millions of kronen worth 
of notes are lying idle in the various European countries, whither they 
have been brought by “ enterprising ” speculators who bought them for 
a rise, and they can now be bought for about half the price payable for 
an “inland ” cheque on Vienna. In buying foreign currency, therefore, 
which it is not intended to utilise immediately, it is always preferable 
to buy a cheque on a bank in the country in question. It is not every 
country which resorts to the methods of Austria in a futile attempt to 
bolster up its Exchange, but the buyer of foreign notes, be he merchant, 
tourist, or speculator, should always bear in mind that notes are fre- 
quently withdrawn from circulation without adequate notice being given 
of the fact, and thus obsolete notes may be sold by one of our big banks 
in absolute good faith. Such.notes are very difficult to dispose of without 
great trouble and, therefore, the best motto to bear in mind is Caveat 
emptor (“let the buyer be on his guard ’’). 
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Insurance and Advertising 
A Candid Review of the Position 


By A LONDON MANAGER 


This interesting and very outspoken article discusses the curiously conservative 
attitude of many British insurance companies in regard to advertising. The author, 
who writes “ from the inside,’’ maintains that the tremendous value of advertising 


as a means of getting new business is but faintly realised by the senior officials, and 
he suggests important facts for their consideration. 





T chairman of a British insurance company, which has made itself 
conspicuous by the width and variety of its recent advertising 
campaigns, announced at its annual meeting that, in the year of account 
1920, the fire premiums collected by his company exceeded those of 1919 
by £1,200,000—were indeed, practically twice as much—and that 1919 
had exceeded 1918 by £330,000. This statement is remarkable for two 
reasons: first, because of the amount of the percentage increase, and 
secondly, because the result was largely due to advertising. 

Fire business in this country is very difficult to get. Ninety per 
cent, or even more, of all possible fire risks are insured already in com- 
panies with which the policy holder has been identified for a long time. 
Consequently, the bulk of the increase which the chairman claimed must 
have been due to the transfer of business from other companies to his. 
Indeed, most augmentation of British fire income is due to this cause. 
But it was the advertising which brought about the transfer. A new 
kind of insurance protection had been designed, and the magnificent 
advertising brought about inquiries as to what it meant, and business 
followed. 

Those who watch advertising media must have noticed of late that a 
certain Colonial insurance company, which began advertising its annuity 
advantages on quite a small scale, has recently greatly extended the 
size of its advertisements, multiplied the details of schemes set out in 
its publicity, and increased the number of media in which the advertise- 
ments appear. It isnot necessary to be in the setret of,the management 
to know that this increase means that the first and smaller advertisements 
have been successful. In this case the managers have nothing but 
life assurance and annuities to offer to the public. Neither one nor the 
other is compulsory as fire assurance may be said to be. Therefore this 
company is cultivating a smaller field than the first, but the result appears 
to be equally satisfactory to the management. 
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The Objections to Advertising 

The question of advertising is continually in the minds of insurance 
managers—thanks to the energy of the advertising agents—but there is 
a prejudice, deep-rooted in most of them, against new ideas or suggestions 
leading to advertising. When the enormous success which present 
methods have secured for our leading insurance companies is considered, 
there is nothing unreasonable in that attitude of mind. Things are 
going smoothly, the organisation can cope with the business offered, 
were it extended too rapidly, development might easily get ahead of 
organisation. Finally, they think that, if people do not want to insure, 
nothing but personal influence, exercised at an interview by an agent or 
an official, can make them change their view, and, if that be so, reliance 
must be placed on the staff of inspectors and agents who have done so 
well up to now. That is exactly the state of mind which turned down 
anti-aircraft insurance as a feasible proposition, with the result that 
later the Government forced the companies to do all the work connected 
with it for a paltry 5 per cent of the premiums collected, and got away 
with £13,000,000 profit. Anti-aircraft insurance, as a practical deal, 
was rejected by a committee of distinguished men, almost any one of 
whom, acting singly, would have undertaken the risk at a reasonable 
price. In fact, two companies, outside the committee, did take the risk 
and made enormous gains. One cannot help feeling that the same 
committee discusses advertising from time to time on certain general 
lines, and that the more timorous members dissuade the more courageous 
from attempting it. The fact is, of course, that senior officials do not 
understand modern advertising, which is based on the omnivorous 
reading of the newly educated. They have never been brought into 
contact with such people, and have never had the opportunity of studying 
their psychology or their habit of thinking as the newspapers advise. 
“Tf it is in print, it is so,” is the new belief. It is necessary to play up 
to it, if you would succeed under the new conditions. 


Advertising in the Past 

Before the war, the insurance companies sent out at Christmas time 
to their various agents bundles of crude Victorian almanacs—usually 
monuments of ill taste. You may still see some of these old almanacs 
hanging in grubby country lawyers’ offices, or in railway signal boxes 
and porters’ rooms. Although failures as objects of art, they kept the 
company’s name to the fore, and, in many instances, the gift was supple- 
mented by such things as useful blotting pads, paper weights, paper 
knives, diaries, and articles which, lying on a man’s office table, 
kept the donors in his mind. The war stopped all that, partly because 
such articles were no longer produced, and partly because the cost of 
production of even such simple gifts as blotting pads rose beyond what 
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was believed to be the commercial value of the gift. No-attempt hás 
been made to revive the pleasant practice of commemorating the 
December festival in this way and nothing has been substituted for it. 
Yet it is permissible to believe that the famous picture of the light-house, 
beaten by storm-tossed waves, and standing firm and strong in the 
turmoil, with which the name of the Ocean Company was always associ- 
ated, did much to build up that great institution to its present position. 

Newspaper advertising was not much favoured. An occasional inch 
of space in the back pages of The Times gave the name and address of 
a company, and sometimes of its manager, added to the words, “‘ Fire, 
Life, and Accident,” which convey much significance to experts but 
nothing particular to a would-be insurer. Every now and then we see 
a spasm of activity when some actuary has devised a new kind of life 
policy or revised his premium rates, but the effort is usually half-hearted, 
as if the official had extorted enough money to pay for it after a terrible 
fight with the secretary, and only then on condition that he did not make 
too much of a splash with it, or risk vulgarising the institution. 

Sometimes we found an inquiry card inserted in a book of railway 
time tables, or in one of the heavy monthlies. There are many who 
think that the Scottish Widows’ Fund and the Scottish Provident 
Institution became household words through the continuous use of the 
heavy monthlies as advertising media for more years past than can be 
remembered. Such advertisements are most useful and fulfil an 
important purpose. May they long continue. ' But they do not meet 
to-day’s requirements. 


The Present Position 


The necessity for increasing salaries, the ever-growing burden of 
rates, taxes, and travelling expenses, the increase in the cost of every 
office accessory, books, ink, paper, coal, cleaning materials, and even 
red tape and sealing wax, impose on every business the necessity of 
ruthlessly cutting off unproductive expenditure. Amongst that expendi- 
ture may well be classed many of the advertisements already described, 
which cannot be said to bring people into the offices to insure without 
the intervention of an agent, or even to assist the agents in their work, 
which was, no doubt, the original intention. 

It is impossible to discuss the question without touching upon the 
relatively new complication introduced by the in8urance broker. This 
gentleman, a new comer on the ground, has made it his business to master 
the intricacies of the problems set by the fire and accident insurance 
tariffs. Everyone knows that the offices resorted to the principles of 
the tariff to stop what was becoming a cut-throat competition in rates, 
commissions, and conditions. Had that competition gone on much 
longer, it would not have been certain that claims could have been paid. 
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Companies would have gone into liquidation, as so many companies, 
formed to compete outside the tariff, have done during the last twelve 
years. No one can say that the tariff companies’ fire rates are too high, 
because it is a fact that, if the premium rates of these companies was 
reduced by so little as 10 per cent, the whole of their margin would 
disappear and safety would give place to insecurity, which would be 
disastrous to the insuring public. No doubt it is possible for a skilled 
expert, such as the insurance broker very often is, to set out plans and 
methods for bringing risks under different and cheaper headings and, 
with the assistance of Lloyds’ underwriters, the insurance broker is 
getting inside the defences of the tariff. More than that, the Corporation 
of Insurance Brokers is pressing Parliament for an Act to licence insurance 
agents. Such a licence exists in various foreign States, and there is 
something to be said in its favour. But if such an Act were carried the 
existing agency organisation of the insurance companies would disappear, 
and a new situation would be created, whose significance has not been 
. fully considered by anybody. Certainly one result would be that the 
companies would cease to pay agency commission to licensed brokers. 
Like other brokers, they would have to seek remuneration from those 
who employ them, and in this case their employer would clearly be the 
person insured and not the company insuring. 


How Advertising would Help 


If ever such a conflict begins between the companies and the brokers, 
the companies will have to quote net rates and get direct access to the 
insured, and if in the meantime they have, by judicious and extensive 
propaganda, secured that, their names and objects shall be as familiar 
to the public as Selfridge’s, or Barker’s, or the Eagle, Star, and British 
Dominions, it will not be easy for any competitive company or companies 
organised by brokers to take much business from them. 

Although such a conflict is in the air, it may never eventuate. 
Advertising would make it too dangerous for the brokers to begin an 
attack. The companies, with the Press on their side, would necessarily 
be too strong in defence. After all this is only one side of the advertising 
question, and not immediately the most important. More urgent is tke 
reduction of the cost of procuring business by the existing method of 
inspector and spare-time agent. As compared with pre-war days, the 
salary of the ingpector’ has been, in many instances, doubled, his travelling 
expenses are more than doubled, and his capacity for production of 
business from his agents remains mostly where it did. In many instances 
it is less—for agents have been appointed so recklessly that in many 
towns of 2,000 householders there are 200 so-called agents of different 
companies—excluding industrial insurance canvassers. A few of these 
are interested and work to assist their companies. Some, such as solicitors, 
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accountants, estate agents, and bank managers, are in a special position 
to secure business and will do it as long as they are not expected to tout 
or canvass for it. Of the others, a few are “ own case ” agencies, which 
means that they draw commission on their own personal insurances and 
take no other interest whatever in forwarding the business of the company 
allowing it. In fact, it may be said that they are really policy holders, 
paying a little less for the same protection than others who have not- 
gone through the form of accepting agencies. Naturally, the “ own 
case ” agent is the foundation of the insurance brokers’ attack on the 
present agency system. . 

In the course of bis duties an inspector, from any one of thirty or 
forty companies, visits such a town once or twice a year, calls on his own 
company’s agents and endeavours to galvanise them into a show of 
activity. If he gets any business, as a result of his visit, it is by doing 
all the work himself and giving the commission to the agent whose 
services have been limited to mentioning the name of people round 
about who might perhaps insure. The waste of time and money incurred 
is alarming, and is steadily growing worse. 


The Alternative 


It has been found by one of the companies whose advertising is on a 
gigantic, well-planned, and consistent scale, that the inquiries they 
receive in reply to their advertisements are sufficient to keep their 
inspectors actively employed. Of course, many such inquiries are made 
out of curiosity and come to nothing. Even so, the inspector has had 
his chance, has invariably had a friendly reception, has not been treated 
as an intruder, and has felt that his visit is being made with a specific 
purpose instead of on an off-chance. His time has been saved and 
devoted to a real possibility instead of a doubtful probability, and his 
travelling expenses have been incurred in pursuit of a definite prospect 
of business. 


The Nature of the Advertisement 

In planning an advertising campaign the first consideration is how 
much money can be appropriated in any one year? It is not necessary 
to emulate the £100,000 a year which Barker’s, of Kensington, are said 
to lay out, but it is vital to deal with the business on the grand scale. 
More money can be frittered away in advertismg than in travelling 
expenses unless a real publicity—one that gets up and hits the public— 
be obtained. 


Media 
The choice of media bears upon the question of cost. Is it, for 
instance, cheaper to pay, say, £400 for a full-page announcement in a 
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morning or ‘Sunday paper which guarantees a sale of over a million 
copies, and repeat that once a month for a year, varying the matter all 
the time, or to distribute the £4,800 yearly amongst the special trade 
journals of limited circulation, which are influentially read and passed 
on? If the popular medium is selected, what should be the nature of 
the appeal? Should it be limited to a big display of few words boldly 
brought into the centre of the page, acting on the theory that the public 
of to-day can see but cannot read, or would it pay better to devote each 
monthly insertion to a clear exposition of one particular branch of the 
subject with a passing reference to the others? Again, would it be 
better to drop the idea of a grand display in a popular daily and peg 
away, week by week, with a reserved space of, say, one-third of a column 
on the City page, freshly written up day by day with interesting examples 
of the policies suggested ? 


The Local Weekly 


If the idea of the popular London daily is rejected, even after 
calculating that to issue a million leaflets or prospectuses by post each 
month to names from the directories would cost over £2,000 for postage 
alone, without really attaining the publicity which the newspaper secures, 
then the question would be how best to make use of the country papers ? 
These journals are usually small in circulation, but they reach the homes 
of the local gentry and business men, especially the farming classes, who, 
for the time being, are the well-to-do people. Their suspicion of every- 
body and of every institution leaves them the worst insured section of 
the community, and advertising in their home paper, somewhere near 
the Poet’s Corners, might get into them. The local agent is helpless 
with them, and they treat the company’s inspector as a mean man, unless 
he comes over to see them driving a smart car. The question is, have 
they more confidence in the big daily or in the local weekly? It is 
not easy to say without further consideration and advice. Probably it 
would be best to try both at first. 


The Heavy Monthly 


A totally different section of the community is reached by the heavy 
monthly, wherein any advertisement offered should take the form of an 
inset card for inquiry. Even this card suffers from the objection that 
it does not, and canfiot, explain an insurance proposition sufficiently 
clearly to attract the reader to inquire. Certain companies have 
succeeded in this medium by dint of long continuity of advertising 
until their names are household words with its readers. But in fact 
any money spent in this direction is wasted unless arrangements be 
made to continue the spade work for years, whereas the human tendency 
is to demand immediate results, The experience of Business Organisation 
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and Management, which reaches a most valuable class oftreader, nine 
out of ten of whom are heavy insurers, is that continual dropping wears 
away stones, but that jerkiness has little value. An advertiser cannot 
draw back without losing all he has spent. 


The Fiction Magazines 


Next we have the lighter fiction magazines, many of which have a 
considerable sale. There is no doubt that it pays to advertise in these 
cheap specialties, such as Fore’s Curlers, or Lygon’s Pills. But they have 
never been fairly tested by advertisers of less concrete advantages, and 
it might be worth while to try. No doubt some day they will follow 
their American competitors and display fiction and advertisement side 
by side on the same page of reading matter. Then they would serve the 
insurance companies’ purpose, for their announcements would be seen 
without a special search in a kind of separate magazine sewn on to the 
other, which is really what such productions come to now. 


The Trade Papers 


No investigation of the value of advertising to the insurance companies 
would be complete without some referenceto the trade papers. Many 
of these never reach the public at all: the circulation is rigidly confined 
to members of the trades concerned. But their special readers read 
them thoroughly, and, if the advertising dealt with special advantages 
which the insurance companies offer to meet their special circumstances, 
it should have a good response. But that would mean writing the 
advertisements with some inner knowledge of the requirements. 


Conclusion 


If the agency system can tide over the opposition of the newly 
discovered insurance broker; in other words, if the companies can be 
quite sure of being masters in their own houses, then the adoption of 
large scale advertising may be delayed for some time to come. If the 
costs of working agencies on the present system can be reduced to the 
pre-war scale advertising can wait. But if the insurance broker, with 
his pose of independent and unbiassed adviser, takes command of the 
placing of fire and general insurances up and down the country, and 
beats the companies into unremunerative rates an@ conditions, by playing 
off Lloyds and the non-tariff offices against them, then there must be a 
fight. The deadly weapon for the companies if that fight begins—a 
weapon with which they are bound to win—is advertising. Whether 
they are forced to adopt it or not they ought to be carefully studying 
its difficulties and its possibilities. 








Business : Organisation - and. * Management 





Table Talk on Business Topics 


By Dr. Brus T. POWELL 
Formerly Editor of “* The Financial News" 


| er month we had something to say about the uncanny cuteness 
of the American. Well, to be candid, I always experience something 
of a thrill when I hear that he has been “ done” by somebody keener 
than himself. It is a most reprehensible sentiment, but I fancy I have 
by no means a monopoly of it. Once upon a time, a Western mining 
promoter, with an abnormal knowledge of human weaknesses, found 
himself in possession of a “face” so rich that he decided to invite a 
number of his envious rivals to see his luck. They came, and were amazed 
at the “ show ” of gold. Somebody suggested putting a shot in, so as to 
make the metal fly. This was done, and the “ pocket ” (for it was nothing 
more) was instantly disrupted into fragments. But none of them ever 
enriched the proprietor of the proposition. They were hurriedly and 
dexterously picked up by the witnesses of the affair, so as to be used as 
the bases of their own pending flotations, tangible evidences of the richness 
of the respective properties. 


Change for a Five-dollar Bill 

An American owned a grocery business. One day an apparently 
well-educated man entered the store with a very touching story of 
ill-health, a lost job, and so forth. His hearer, the proprietor of the 
store, gave him a dollar, and he said he would return it in a fortnight’s 
time. By then he would be on his feet. Let the lender tell the rest 
of the story. 

“ Imagine my surprise, when two weeks later he again entered my 
place, dressed very neatly and looking fine. He thanked me for the 
dollar, and said he was working for a prominent firm as a book-keeper. 
He handed me a cigar and a five-dollar bill, for which I gave him back $4.” 

“Well,” ventured a friend of the storekeeper, “you won’t find 
another fellow like him in a thousand.” 

“ I don’t want to,” answered the first. ‘‘ The five was a counterfeit.” 


The Close of the Holidays 

A very long experience prompts the dissemination of a hint about the 
end of the holidays. I have often enough gossiped about their beginning 
and ventured upon advice’ as to where they should be spent. But now 
let us transport ourselves in imagination to the less pleasant finale of the 
vacation, and we shall find ourselves up against a feature which ought to 
be the subject of a warning. I mean the tendency on the part of the 
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returned holiday-maker to go the pace too fast in reliance upon the 
rejuvenation which he feels tingling in every vein of his body. That is 
a mistake. Unfortunately it is a mistake which is committed time and 
time again. I have seen a man come back to the City from a holiday and 
presume upon his revitalised personality to the extent of putting in six- 
teen hours a day for weeks on end. He flared up like a heap of bracken 
in the late dry summer. The blaze did not last, for in two or three 
months he had used up practically all the new energy which he had 
brought back with him from the sea or the woods. That is to say, he 
had flung it away in sheer prodigality of effort, whereas by its prudent 
and reasonable utilisation he might have made it last him until the holiday 
season returned again. 


Mommsen as an Awful Example 

These holiday prodigals are like the late Prof. Mommsen, who gave 
himself no rest. When he came to stay at Oxford he was found outside 
the doors of the Bodleian Library at 7 in the morning, and was very angry 
at the intimation that it did not open until 9. At home in Berlin he 
was always in his library at 5 a.m., starting work with nothing but a cup 
of cold coffee to sustain him. Even while he waited for a tram he would 
lean against a lamp-post and become absorbed in a book taken from his 
pocket, and the instant he was settled in the vehicle he started reading ` 
again. Berlin tram conductors got to know him and would touch him 
on the shoulder when he came to his destination. Otherwise he would 
invariably have gone on to the terminus. Mommsen never took a holiday, 
never ceased labour even on a Sunday, and never during his whole 
working life of over 80 years spent a day in bed, except on the day before 
he died. But that kind of thing, to my mind, is not virtue but vice. 
Not many of us would be addicted to it in the spring or early summer 
because the toil of the winter has by that time rather sapped our energies. 
But there is a class who may follow Mommsen’s error during the three 
months which form the immediate sequel to their holidays, and it is 
to them that this caution is offered. 


The Honours List 


And while you are away, don’t overlook any possible addition to the 
Honours List. Such a number of business men have been rewarded 
with honours that it is something of a task to keep pace with the changes 
of name. One is fearful of writing to ‘‘ Dear Mr. So-and-So,”’ and then 
recollecting, after posting the letter, that he is now Sir William, and not 
“Mr.” at all. The trouble is that you can*hardly put a worse slight 
upon your friend than to overlook his name in the honours list—-just 
as you can pay no more subtle compliment to a retired Cabinet Minister 
than to point out the chaos into which his former department has now 
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fallen. ‘‘ Business men,” quoth I, but the problem is not limited to them. 
Only a week or two ago, as chairman at a dinner, I had a distinguished 
prelate of the Anglican Church on my right. He told me that a farmer 
churchwarden had asked what he preferred to be called. Was it to be 
“Sir” or “ My Lord”? 

* Call me ‘ Bishop, ” was the prelate’s reply. 

“ Well, I hardly likes to,” retorted the farmer. ‘‘ You see, when we 
has a extra heap of dirt on the land, we calls that a bishop.” 


The Cleric in Business 

Obviously a bishop could not decently carry on any other occupation 
than that comprised in his episcopal duties. But it is not surprising 
that there should be a demand for the abrogation of the convention which 
prevents a cleric from engaging in any other occupation save that of an 
author or a schoolmaster. There must now be quite a large range of 
occupations which might be followed without any loss of clerical dignity, 
and there is no doubt that many a cleric aspires to a wider field of activity 
than his own profession offers. Occasionally, however, the aspiration 
is suggested in another way. I have known at least one capable business 
man who had originally started life in Holy Orders, but found his habits 
of mind unsuited for the correct discharge of his duties. My friend 
officiated at a wedding where Mr. Brown was the bridegroom and 
Mr. Smith the best man. Unfortunately he got Mr. Brown mixed up 
with Mr. Smith, partly owing to the retiring disposition of Mr. Brown 
himself. Anyhow, the result was that at the end of the ceremony the 
bride found herself Mrs. Smith instead of Mrs. Brown. The caustic com- 
ments of his friends upon this disconcerting affair led my friend to take 
advantage of the Clerical Disabilities Act. He dropped out of ‘‘ Crock- 
ford’ and came to the City, where there was no doubt about the success 
of his career both there and in Parliament. 


The Layman Comes in 

Where the cleric drops out, the layman nowadays steps in. I have 
seen a bank manager in the pulpit, with credit to himself and benefit 
to the congregation. In fact when promotion came, the popular Vicay 
of the Parish said that “ great bankers are not seldom great Churchmen.”’ 
He might, however, have gone further and have pointed out that the 
business of a banker is one of the activities which had evidently fallen 
under the keen ‘observations of the Founder of Christianity. A saying 
(not recorded in the New Testament but surviving in Origen) attributes 
to Christ the command “Make yourselves discriminating bankers.” 
That is to say, “ Learn to distinguish the good coin from the bad in the 
currency of life.” The word for banker in the original, signifying as it 
does, “ one who sits at a table,” is vividly reminiscent of the early days of 
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banking, for then the banker sat in the market place with the various 
coins piled up on the table in front of him, prepared to carry out exchange 
transactions in the actual bullion. A modern banker who should dispense 
with the protection of the grille and sit in the open street at a table loaded 
with currency notes and bags of silver would be deemed an extremely rash 
practitioner. All of which seems to indicate that the eighth Command- 
ment means rather less for us than it meant for the men of those remote 
days. 


A Gladstone Story 


If the cry for larger opportunities should bring many clerics into the 
ranks of business, one of their difficulties will be the occasional necessity 
for stepping outside the bounds of strict accuracy of statement in order 
to meet an unforeseen emergency. These things will occur, and it is useless 
for us to try to blink them. When the late Sir William Slaughter was 
serving his articles with Ashurst, Morris, Crisp & Co., he had to accompany 
the venerable John Morris (who was very deaf) on a professional visit to 
Mr. Gladstone. The Grand Old Man was very busy and after his visitors 
had been announced he almost instantly became reabsorbed in his work 
and quite oblivious of their presence. Morris (who, like many deaf 
people, was unaware of the volume of his own voice) at length turned to 
young Slaughter and said, in what he intended to be a whisper : 

“Not very polite, is he?” 

“Eh? What’s that? What does he say ? ” was the prompt query 
of Mr. Gladstone, now roused into serious attention. 

“ Mr. Morris says it is not very ight in this room, Mr. Gladstone,” 
was Slaughter’s instant and dexterous reply. Ofcourse, it was a “‘ white ” 
lie, and there are punctilious people who would have condemned Slaughter 
for uttering it. Whether Gladstone really was deceived or whether he 
had caught the exact terms of Morris’s observation is now an insoluble 
mystery, since both he and his visitor have gone beyond these voices. 
But at any rate, he ostensibly accepted Slaughter’s version, for he pulled 
up the blinds, which were partly down. Slaughter always believed that 
his.“ white ” lie obviated a verbal collision between two old men, both of 
them strong-minded, and both of them capable of strongly resenting 
what they conceived to be an offence. 


A Telephone Perplexity 

These emergencies will occur, even in the best- -regulated offices, and 
sometimes they give rise to acute ethical problems. One of the busiest 
of City men received an urgent telephone message asking if A.B. could 
come and see him. He was too preoccupied to accord an interview and 
instructed his secretary to say he was out. This message was despatched 
over the telephone. A.B., however, had his own offices only a few yards 
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away, and he did not believe the telephonic communication. Within a 
few seconds, therefore, he bounced into the secretary’s room, which 
opened out of that in which A.B. could be heard occupied with a business 
interview. In this case the secretary at once admitted that he was 
“ mistaken ” and that his principal was in. The visitor pretended- to 
accept the explanation and there the incident ended as far-as they were 
concerned. It had, however, been witnessed by one of the seniors in 
the office, who subsequently informed the secretary that he was about 
the most brazen-faced person who had ever been a member of the staff 
of that particular office. But there, what was he to do? Use brain 
and tongue to the best advantage to which he could brace them in the 
time at his disposal, or just flop down into paralysed imbecility ? 

“ I want this cashed,” said a man to the paying teller in a New York 
bank, at the same time tendering a check (in our language a cheque) for 
a million dollars, payable to “ Almighty God.” 

The teller found himself gazing into the barrel of a revolver when he 
looked up in momentary dubiety. But he was only flustered for an 
instant, and then he read out the words on the check, in a loud voice, 
and proceeded to count the money. Within a few seconds the maniac 
was collared from behind by one of the detectives in the bonk: No 
intellectual paralysis there, eh ? 


The Slogan of the Typewriter 

And now that we are in the office atmosphere, I am reminded that 
a shrewd advertiser among the typewriter companies—the Remington— 
is issuing a series of “ slogans.” This should form a very effective species 
cof publicity, especially as it is prefixed by a definition of what a slogan 
really is, to wit, the battle-cry of the Highland clans. And thereby 
hangs a tale. When Chatterton was perpetrating the Rowley forgeries 
he came across the word “ sloggorne,” a variant of “ slogan ” itself. 
Chatterton jumped to the conclusion that it was some kind of martial 
or musical instrument, named from the old verb “slog” or “slug,” 
signifying to fight. Therefore he wrote the line— 

Some caught a slug-horn, and an onset wound. 

Browning saw the word, and, knowing no better than Chatterton 

what it really meant, worked it into one of his greatest poems— 
Dauntless the slug-horn to my lips I set, 
And blew Childe Roland to the Dark Tower came. 

This established the slug-horn in literature. Since then the invention 
of Chatterton’s ignorance has been painted in a picture hung on the walls 
of the Royal Academy. In application to the modern typewriter, how- 
ever, we must keep to the correct form of the word, viz., “slogan.” 
Neither a slug nor a slug-horn could be aptly associated with the smooth 
and sweet alacrity of the familiar writing machine. 
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